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:
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The Office of Inspector General s making signify-
cant progress i ats efforts to detect and prevent
fraud, waste and mismanagement  These efforts

have resulted in the following benefits

0 The tota! costs recommended tor gisaitowanee
and questioned mcreased from S79 oulhon in
the previgus reporting pernod to sbout SI06

mathion . . - . . .p.o 3

o Costs sustained on closed audits increased
from S$28 million in the previous reporting

pertod to about S32 mithon poto39

o Recoverins aesulting fron. audite resolved
amounted to about S77 mmddhion duning

thiy reporting penod . nt 29

[s} Unresolved  audits over aix months old de .
creased dramatically | flbing from 1804 1eports

m the prior penod to 16H4 P47

o Fines and aestitutions resalting from n
vestigations ncreased from 355 000 o the
praar  reporting . penod o about 39

milhon | po N t

The number  of  conviction.pleas more
than doublsh, rang tram 16 to 34 m thas

perindd pooNt 2
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Honorable T, H. Bell-, ) s . P
Secretary of Education ' . .. A
Washington, D.C. 20202 . ' ) ‘
“Dear Mr. Secretary’: \ T L -
In accordance with the' requirements of Section 5 of "the
Inspector General Act‘of 1978 (P.L. 94—452),, I am submitting
this semi-annual report on _the activities of the
Department's Office of Inspector General for the Six—month
period ending March 31, 1982. Highlights .of our-activities"
» and accomplishments are provided in the-Executive Summarsg o \
which begins on page i. R E : . . ,
The Act reqdires that you submit this reggft,;aibng with any ‘fﬁ'

comments  of your own, to - appropriafe-
Committees "and Subcommittees within 30 dafs

» ’ - ' o ‘ - '
Your cooperation and support have played -a. méjor ’roLe in
successes achieved by the Office of Inspe¢tor General in

Congressional

-

making the Department programs more efficient’ and economical .’
.and in.preventing and detecting fraud and- abuse. .

-
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. , + EXECUTIVE SUMMARY

Thls ‘is theafourth semi-annual report issued By the Department
of Educatlon (ED) , Offlce of Inspector General (OIG). The
report, prepafed pursuant to.the prov151ons of the Inspector

-+ General Act of 1978 (p.L. f9§ 452) , "summarizes the activities

, and accompllshments of the OIG during the per’iod October ‘.,
1981 througm March 31, 1982. Reporting requirements mandated
by the Act are indexed to this report on page v-1. Highlights
"of rour activities and acconplisnments for this reporting
peciod follow: l

.
4 +

o We issued and processed -a total of 2,454 reports on

' ED operations, grantees and contractors These

- reports recommended disallowance -of costs totaling

) $57.7 million ‘and. questioned additienal costs of

' $48.8 million on the $4.8 billion audited (page I-

' 4y, Our audits.also identified potential cost

‘ avoidances of about $7.3 million (page I-3). Our

audits dgain disclosed some major probléms in the

administration of ED programs by State and local

education agencies, and others. Several of the

problems noted have national implications and have

bden or -will be addressed in comprehensive re) rts
to Depaptmentai managers * (page I-8) /¢

o] The Department: has made significant headway in
reducing the number of unresglved audits over six .
months old. As of March 31, 1982, there were 164

", unresolved audits over 51x,months old compared to
1,804 at the end of the previous perlod. Program
managers sustained and -marked for recovery
approximately $32.4 million in costs recommended
for disallowance or gquestioned (page I-37). In
addition, durlng this period a total of $7.7 million
was recovered on resolved audits (page I-39).

o During this period, the QIG opened, 119 investigative
cases and closed 101. U.S. attorneys accepted 36
cases for prosecution and OIG cases resulted in 24
indictments this per'iod. Also, OIG 1nvestlgat10ns

v led to 34 convitctions this period.compared to 16 in
the prev1ohs period. Fines, restitutions, and cash
» 'settlements totaled more than, $3. 9 million (page

‘ II-2).

14
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Examples of some of the more 31gn151cant audlts and’ investi-’ *
gatlons completed this perlod follow: .

.
\ . . . N
S H .

¢ 0 The contribution rate charged ‘ﬁederally funded
projects for .uneémploynent insur,ance ‘in onie State was"
nine t1mespthe rate charged State—sponsoredﬂarograms
. The auditors recommgnded that  excess' ' Federal.
{ . contributions totaling $18.4 million Be refunded to v
the Federal government and that the Staté periodically
review apd adjust the contrlbutlbn'rate for Federal
-projects (page I-10). e -
r ¢ .
e A feview of the vocational educ&tion program in one -
State disclosed that. the State expended as much -as
. $27.1 million on ineligible projects -and made -*
inappropriate accounting adjustments of $762 000 ‘to
dvoid return of unused funds. Auditors re¢ommenged
that the State refund $27.9 million tq ED (page I~1%).
' o A Statew1de‘b111ngual educatlon review disclosed that
the program was not, being effectively administered and,
that the intent of the program was not being met.
The auditors identified as “much: as $5.9 million
misspent and an additional $1.3 million in costs which
'dduld be avoided. "The auditors recommended that the
local ‘'‘school distriots refund . $5.9 mllllon, that
certain .projects be cancklled, and that fundlng be
withheld on others. (page #20). ,
o )

+ o' A-review of & State guarantee agency dlsclosed among
other thlngs, that Federal seed advances of about $1.3.
million” to .assist the agency in meeting defaulted
student loan payments to lenders were ih excess .of
rieeds, "The auditors recommended that the agency
consider returnifhg the unneeded ‘advances.-' The

. ‘gauditors’. . also = recommended that the Department
", regvaluate the requirements go&erning return ' of
-unneeded ddvances ' becalise current’ requirements

‘ pseclude thelr effective recovery {(page I- 23)

. , "§ .,A ‘promlnept company, in a plea agreement, pleaded’
g ,fguilty to three counte of false statements and one
i’ count of mall fgaud admitting that it lied to ‘the
. government in its handling of defaylt 'claims submitted
- under the ‘Guaranteed Student Loan program. In
- addition to a f'ine of $81,000 which has been paid, the
. <. ,/,pplea agre®ment stipulates ‘that the firm réimbutse ED .

oL $3,750,000 for 1mproper default -claims. This -too has
N . ~ ‘been pa1d°(page II- 6) . . . ,
v . . : . ’“' . ’ i , . N . (,
» s , ' 1 ~ ] \ . . . . . o . /
3 : . ’ o . o i i - !-t. : »
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o} A Federal grand jury returned an 18- count indictment

, agalnst two men in connectlon,‘ulth defrauding the
- ° Pell .Grant program. - The indictment alleged  that
~ ‘. ' . from 1976 through 1979. the defendants, principal

officers nd opérators of a dgroup of proprietary
schools, engaged’ in a ‘scheme to improperly &isburse

Y . -received (page II- 7).
. .. . '0 .The Pptesident and owner of: a _;h51ness college was
/ . .* convicted and a second official -of the coll®ge
pleaded holo contendere on several —counts® in
connection’with a scheme "to defraud the. Pell Grant
program, The school obtained over $157, 000 in Pell
¢ Grants by falsely claiming that 232 1nmates of. the
penitentiary were enrcolled full time in a course
, + offered by the schodbl . at’ the prison. The president
) . and owner was sentenced to two years' 1mprlsonment
and fined $10,000. ‘The second offldial is awartlng
_ . sentancin%}(page II -8).

, ‘ o A" former co-owner of a cosmetology .school "was
indicted by a Federal grand jury on chdarges of mail
frayd, embezzlemént, false statements, and student
fipancial aid fraud -The ED-QIG investigation
disclosed’ that the former co-owner misappropriated

) at leagt $99, 00Q in Pell Grant and National D1rect
Student Loan funds between *June-1974 and
. Qctober 1980 (page*II-8).<_

s » t. ° .
N . s AR
. . ‘ 111 . L
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approximate $800,000 of Federal educatlon monies
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, SEGTION I '
AUDIT ACTIVITIES .
A.  INTRODUCTION . = L R

~— . o
During this reporting period, odr audit activities again
resulted in “substantial benefits to the Depar tment. Costs
recommended for disallowance or questloned increased, as did

. the total dollar amount of costs sustained by management nd

-

marked for recoveryﬂ\
q

Several of the audits were particula;}@‘ beneficial to the
Department because they identifie opportunities for
improvements in: ~ delivery of services to-program recipients;
controls exercised by recipients over Federal funds provided;
and‘program regulations affecting delizev§‘of services. Thg;
audits’ also identified a potential for reducing Federal
oﬁflays needed to fund the programs. The'reqommendations made
on tne audits will, if effectively implemented, result in
recoupment of *substantial amounts of misused or idle Federal
funds and improved effectivenes ‘in identifying and delivering
services to targeted groups. ey will also provide greater'
assurance that Féderal ‘funds are being properly controlled and

effectively’ adminlstered at the State and local levels,.

- ’ I"l
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The Department has made 81gn1flcant inroads in solving the

, "

audit resolution problems outlined in our last Semi-annual®

report. Phis is especially true with regard to decreasing the
backlog of audit reports “ver s1x months: old. ‘While
1mprovements made to date have been 1mpre381ve, the Department
needs to ensure that appropriate attentlon, emphasis and
resources contlnue to be applied to this important task.
had ‘ f

The following sections include informatipn on audit reports
issued, costs audited, costs recommended for dlsallowamce or
questioﬁed,‘ and highlights . of significant flndxngs and
recommendations, They also include data on the status 'of.
unresolved audits apd updates on the status of significant
.recommendations included in the prev1ous semi-annual reports.,
Audit reports completed by Federal auditors durlng the period

«are llsted beglnnlng on page V-2

o

B." ACCOMPLISHMENTS

Our audit accompﬁdsﬁments‘this period compared .favorably with
accomplishments reported ip prior semi- annual reporting
perlods. “We issued or pfocessed 2,454 audit reports that, in
addltlon to” suggestions for jbngﬁement 1mp;byements,
recommennided disallowances or. estioned costs of $106.5
million.: In _addétibn, progr;:t/ﬁanagers sustaindd $32.4
million of the $54 6 million in' “costs recommended for
dlsallowance or questloned on .audit reports resolved this
"period. These and other) accompllshments achleved duning
. this six-month period are shown in the follow1ng comparative

~

schedule, T
»

- [N
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| ‘ , COMPARATIVE SCHEDULE OF v
: , ' OUTPUT/PRODUETIVITY MEASURES )
- (Dolfars in'Millions) |
' -~ OQutput/ ; 1
Productivity Six-Month Periods Ending: |
R Measures . .
‘Reports Issued
1 Costs Audited _ $6,300 $4,838
. JRecommended Disallowed/ . o . |
\ ' Questioned Costs $ 30 $ 78,7 § 106.5 ' .
. . Costs.Sustained on . PN
Audits Closed $ 7.6 8. 27.6 $ 32.4
_ Recoveries §  2.6%% 0§ 2.8%% § 7.7,
' ) Potential Cost ' .ot
* Avoidance i $ 2.0 $ 2.3 ' § 7.3 v
. . Adninistrative , ~
) Fines Imposed * $ 3.0, -0-.
*Data not available, ’ X
**Does not include all recoveries since data from Binanci’&
Management Service was not available.

The 2,454 reports issued or processed inhclude -financial and

compliance audits
efficiency reviews

and contract &audits

,of'

grantee

perations,

economy

and

of Departmental programs ‘and operatlons,

,questioned on these reports
terps of grant or contract provisions.

reports issued or

.)/(kmts recommended fot disallowance or
represéht Federal funds which
J}were notr spent in accordance with legal requiremeqté or tﬁe

‘A scheéule sho&ing

processed thi's peridd.along with costs

Vo -
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Aecommehded for disallowange or questioned -by major
6gpartmental operating components follows.
. . ~
N 3
» . -
. * SCHEDULE OF COSTS AUDITED
’ . AND COSTS DISALLOWED QUESTIONED
' “a BY OPERATING COMPONENTS N .
“Dollars Inni M torey
Recommended "
Operating No. of Costs Cost Costs
Components o Reports Audited Disallowance Questioned
Office of %osbsecShdary ! ‘ e
Education 2,187 $1,913.2 $10.3 $ 8.3 2
Office of Assistance )
- Management and '
Procurement Service 193 273.0 3.5 7.9
0£f1ce of. Special ’
Education and .
Rehabjilitative Services le 327.8 2.7 13.4
. Office of Elementary ~
-and Secondary :
dycation . T21 1,594.4, 20.3 .4
Off ce of Educational * -
Regearch and . : .
rovement 13 . 1149 .2 . o .
] Office of Bilingual ‘ ) N
R Bducation and Minority
. Languages Affairs. . 9 -38.5 5.9 -0~
Office of Vocational » : S
and. Adult Edutation 8 545.5 14.8 18.4
Office Qf Management 56 74.0 ) =0- -0~
TOTALS . ~ - 2,454 $4,838.3 $57.7 48.8
B N % -
. D - '
. . A
! ¢ _ .
. ‘ * ) .t e L

Some of the major audlts leading to the large amounts of
dollars - recommended for dlsaIlowance or questloned in these
the., Highlights of "
Significant Audlts sectlon of the report (page I-8)~. - | )

\ N . -

are descrlbed 1n
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" C. SOURCE ‘OF AUDITS . oD v -
A4 \ ., y N R * R _
s The audit reports isgued this period represent both those
' audits completed by our own staff and those processed by us
4 v
which were completed bywghher Federal auditors,. State andV .
' - . other . non-Federal - auditors, _and 'ihdependent public
; - agcountants. A schedule show1ng the sources of all reporté‘
issued and coqﬁs recoﬁmended for disallowance or questioned by -
s Federal or non-Federal audlt groups follows: L . .
o : K ' .
v 1'5 ) t
. .
. _ ' SOURCE OF AUDITS ISSUED . . ~ R
. , {Dollars.in Mllllons) N -
y . -
, Number Recommended
. .of Costs -/ Cost ° . Costs
- Source of Audits 'Reports < Audjited . Disallowantes Questioned v
Pederal Auvditors . . * .
L ED-0IG © 144~ $2,164.0 $47.7 $31.4 .
| _Others . 63 298,7 - 1.6 .5
. State and Other BN : . t
J Non-Pederal Auditors . 156 . 715.7 .2 2,5
. inéependent Public N - -
: Accountants 2,091 $1,659,9 7 8.2 14.4 .
- TOTALS — 2,454 $4,838.3 577 - $43.8
p - : - LY
L . 9 i‘! \ L

1, Allocation of Audit ﬁéSOurces~ i

-

, . r.

As indicated in the schedule above, ED-OIG issued a total of
o 144’ audit srepotrts whibh recommended, dfsallowancés or
questloned costs(totaling $79.1 million. Direct, audit tlme
devoted to performance of these audits is. 1llustrated in: the
following chart. o ‘ ' ‘ ‘

I-5
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UTILIZATION OF AUDIT‘STAFFJ{ESOURCES BY MAJOR CATEGORY
FOR SIX MONTH PERIOD* | '

Elementary and Secondary Education - !"" "l“ "" 14 staff years

nnnnn

CR /pec}'\wrams'**' C RARRN VRNV TRRR 15 statt years

20 00

>\, L Postsecondary Education "'
- - | Intémal Audit \ RARAR 0§ 7 statt years

e ' . Contract Audit ' mm 5 stalf years

v

Investigations and Special Pmie'ctgé' i “ 2 staff years
Review of Reports Produced by Others ""' “" 9 staff years ' »

. . ' l each figure represents one staff year
* Represents only direct audit time S

L4
* Inc!ude: Vocational and Adult Education, Educational Research and Improvement,
Vocational Rehabilitation, Special Education and Bilingual Education

-

During this period, we again expended a lafge part of our
audit resources (15 'si:éff years) on audits clas'sified under
the special pro.gram’ area. This was attributable, in large
. .r ) measure, . t\o our - e'fferts to complete Vocational Edugation

audits in" all 50 States; the -District of Columbia and six
.+ derritories by the end of fiscal year 1982 as fequired BY .

’ ', Public Law 94-482, . . 4 : .
Vs Although we had planned to complete most of these audit;s in s ) ‘
fiscal year 1982, severe cutbacks #An trd unds, due to N

budgetary restrictions, have caused us to de itiatipn or

completion of a large number of the reviews o efore, we
will be unable to meet the’ mand'ated ‘audit requirements by
‘o N ‘ ) : ,

- September 30, 1982.

a .
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L b ) L ‘ &+ |
h/ As of the end of this period, we have completeq\23 of these
audits. ~An additional 14 are in ,process and should be

completed by.September 30, 1982, leaving -20.to.be completed:

~

. Major audit. 'efforts were also'_applied in the rareas of

Elementary and §econdary Educatnon, Postsecondary Educatlon
and 1nternal audlts The allocation of our autdit resources v

“ in  these. areas continues to provide & good return on- our
* 1nvestment through recovery of costs disallowe and
questloned .-Addltlonally, use of our resources in this maqner
: prov1des the Department .with ‘%a well balancéd program of
internal and external audit coverage. Through these efforts,
ED management has been provided numerous recommendations for

“ improvrng the operations under review and avoiding unnecessary ,

L costg. . - e

x

In keeping with our audit oversight responsibilities, we also

&

. spent approx1mately nine staff years. on desk reviews and .
' quality control reviews. These rev1ews are made to ensure that
. the audit reports and abtual audit work performed for us by -
1ndependent public accountantsvand others meet hjgh guality
standards, ) ‘ ' :
- . , ‘-
2. Audits Performed by Independent Public Accountan}s ! /f\\‘

Most of tq$ audit reports issued ouring the'period (see page
I-5) were prepared by independent public accountants. The
vast majority of these audits involved financial and
compliance reyiews of Student Financial Assistance programs.

The audits are required by Depar tment regulations and repre~
sent 85 percent of the audit reports issued in'thefhast six

months. Audits by " independent public accounfants ‘are




[

performed in accordance wﬁguidelin’es established by the 0IG .

which include standards étebﬁished_ by the Comptroller
a E K .

General., : , .

€ ¢
'

As in the last rebort, iﬁdependent public.~accountants cited 1
thousands of financial and compliance type deficiencies in
Student Financial Assistance ﬁrogram,audits. Deficiencigs by

category are shown below.

y

DEFICIENCIES BY CATEGORY
- Type of : Number of B -
. Deficiencies N Deficiencies Percent ) . a
AMdministrative : 1,575 28% -
Accountiry 1,640 * 29 .
Student Records 781 14 '
Regulatory Violationsg - 646 11
Program Award : "
Processing 652 12 i
Abuse and Mismanagement 319 6-
- - -
TOTALS -
_ 5,613 100%
D, HIGHLIGHTS OF SIGNIFICANT AUDITS y « - f

>

Following are .examples 5y major program area of some‘of the:
more significant audit findings included in repdrts iseued
-during thig period.” The findings include a wide range of
deficienties in the conduct and.administration of Departmental
programs and activi@iés by -State and 1local governments,
educational - institutions, . . profit and  non-profit
organizations, and Departmental -headqgarters and \regioﬁal
offices. These deficiencies range from poor accounting

practices and inadequate administration og.program activities

I-8
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"to misuse of Federal- funds, and have resulted in recommended
disallowances or qgesigohed costs iﬁvolv}hg over $100 million.

-
am

1. Elementary andtsebondary Education BN

v

©

~ Major orogram areas agministered by the Office of Elementary
. and Secondary Educatiod ;nolqoe: education to disadvantaged
children; assistance(tkiStates,and local gchool districts in
improving = educational ’quality, and assistance to school
. districts_in which themtax base is.diminished by the presence
of  Federal fa0111t1es. By far, ‘the largest program
adm1n1stereq is Tltle I of the Elementary and Secondary
Education Act. o

. - i%”% .. :
The purpose of Titib is 7to prov1de FedeTal assistance to

~ -
PR

local education ageh01es for plannlng and operating special
education _programs for educationally depr1ved children. in
areas having a high éodéentration of children from low jncome
families. The locaL education agencies are responsible for
developing and 1mplement1ng\projects to*fulfill the intent of

Title I.. For f1sca1,gear
over 23.percent of“thg#entire Department budget) was allocated
for Title I programs. . About 2.6 billion or 84 percent of the
Tltle I allocatlon was distriputed by formula through State’
/educatlon agencies as basic grants to local agencies to
uphrade the education opporitunities for disadvantaged
children. 3 '

rcl.

Durlng the past 81x-mqpth period we issued 21 audit reports
on programs in Elementary and Secondary Education. These

1
reports recommended disallowances of $20.3 million  and

questloned costs of 3 4 mllllon. . 4

981, $3.1 billion- (representing'

]
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2. ‘Ovetcharges for Unemployment Insurance Total $18.4
‘,Million ‘ - :

¢ ]

.

‘- [

A review in one State indicated that the State was charglng
Federal programs an excessive amount of unemployment insurance
compared to State- ~-sponsored programs. Local districts were
required to’pay into the State‘unemployment 1nsurance fund for
all of the1r employees, regardless of whether those employees
were workrng on federally sgsnsored or State- -sponsor ed

.programs. As . of | July 71981, the contribution rate for

federally_sponsored programs was nine times the contribution'
rate for State-sponsored orogréms. }

Because of the-dlfferences in the rates,'federally funded

programs “had 13 8 years. of cash reserve on hand as of.
December 31, 1981, while State funded programs had only 2.8
years of cash’ reserves. If .only 2.8 years of cash reserves
were maintained for"federafly funded programs, the reserves

could be redu¢ed by $18.4 million.
1 ) . .v- v

- .

. [4 ‘(‘ .
We recommended that the State periodically review and, 1if.

necessary, adjust the unemployment insurance contribution
rates to preclude excess corlections, and that it refund $18.4
million to the Federal government. The State agreed with the
first recdhﬁehdation and indicated that it "shared our
concerns"” with .the large 'federally funded cash reserver
Although it expresseg the intention to systematically reduce
the reserve, we polnted out that a cash settlement appeared to
be the most practicable solufion, since the interest income
alone currently exceeds the total annual payout for federally

‘sponsored programs. Accordingly, the cash reserves would

increase' even if there were no additional contributions for

1]
.
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federally funded projects. Departmental fofficials .are
currently resolving the findings and recommendations
contained in this report.- '

b. Joint Admlnlstrative Costs of $750 000 Inadeguately
Supported '

Ll
¥

A review of administrative costs claimed by a State education
agency under Title I disclosed:that the Statesagencyshad.not

implemeﬁted necessary procedures to properly allocate and
support joint administrative costs charged to ¢he Title f’

program. Rather, joint cGsts were being claimed as direct

charges based . dpon budget projections or arb1trary‘
allocations, Federal regulations require that joint costs be -

recovered under a negotlated indirect cost rate based on*an

. approved cost allocation plan. -

~

As a result of ‘the deficiencies noted the auditors determ1ned
that about $750 000 in joint costs claimed were not properly
allocated or supported ) Speclfic claims which were not
properly allocated or supported consisted of: -$546,000 in

salar1es and frlnge beneflts, $36,000 in travel, $128,000 in

-rental bf real property, and $40,000 in other central support
"services. ' .

'
’

The report :recommended that the State refund $750,000 in

unsupported ccsts and implement an effective(cost distribution .

system,for allocating appropriate joint administrative costs

to the Title I programs. The State qenerally”concurreglwith»

the flndlngs, but disagreed with the recommended refund.
Departmeptal -officials are currently resolving the findings ™
and recommendatlons in-this report.

.
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’ c. $1 Million" in Title I Expenditures Overclaimed

3
»

n

-

-

~ An aud1t in*another State dlsclosed that the State Depar tment

of Educatlon had significantly overstated expendltq;es on its
Title I f1nanc1al status reports,

, t

This occurred because .financial status reports improperly
,

« included amounts'which the, State had approved for expenditure
2

by local education agencies, but which' had t vyet been
expended or’obligated” Our aud1t also disclosed that the
State was comnrngling funds for different award years contrary
to Federal regulations. TFor example, begintfiing with fiscal
‘year 1978, carrybver funds froZJ prior years' awards were

combined with the current year awards and classified ‘as

"available without regard to fiscal year" in the State's '

accounting records.

* !'

As a’resuft of the deficientiee noted, the State- overclalmed

aboUt $l million of fiscal year 1978 funds whi¢h should have ,

been returned to the Federal government because they were not

»

spent within the statutory time 11m1t.

we recommenﬂed‘that the Sbate Department of Education: Base

its financial status repor*s on actual Gg{pendltures and
fobligations occurring within the statutory time lim1ts,'

account for Title I funds separately by award year, and refund
$1 mflllon to the Federal government. Departmental officidls
are currently resolving the findings and recommendations
contained in this report. o

)
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. d. Inadequate Fund Reallocation Procedures Result in

. ‘ T1tle 1 Chlldren Not~Be1ng Served r\

1]

Anothér ‘review 1nd1cated that a State education agency-was not
;eallocatlng excessive amounts of ‘unbudgeted Title I funds

retained by local education agencies as required by Federal
regulatlons. . ‘ :

“ [ B . o

During project vyears 1979 and 1980 . for example, funds
totaling $8 mlllion and $12 million respectlvely were not

] budgeted for Title I pro]ects by local educatlon ,agencies.

Rather,_the funds were carr1ed over .by the local‘agenc1es into

the next projedt year. This condition occurred because the .’

State educatlon agency had mot fully developed procedures to,

determine the amounts of unbudgeted funds reta1ned by 13@@1
agencies which could be classifled .as "excess" and reallocated
to other local agencies having a
results of our' review, we estimate that abqut $1.5 'and $3.5

million in oroject years§1§79 and 1980, respectively, should

have been considered -for reallocation and- that lack of actlon '

along these lines resulted in about 10, 000 eliglble chlldren
not be1ng provided ,Title I serv1ces.

- ~
*

v
=

We recommended that the *State ' education. agency develo

4

procedures to evaluate the need for retention of unbudgeted

funds By local educétlon agencles and reallocgte funds
identified as excess to otheriTocal agenc1es with the greatest
need. Departmental officials are currently :esolv1ng the
findipgs and recomnendations contained in the audit report.

reater need. + Based on the.

’
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2. Vocational Education ' T /
’ e . e

The Vocational Education program is admfn&stered by the Office

of Voc¢ational -and Adult Education. The -overall goal of the

program _is -to prepare studentgg at the hsecondary and

postsecondary levels for employment in occupations not

requ1r1mg a iour-year college -degree. Federal grants are
- prov1ded to the states to:

i d

o - Extend improve and where .necessary, maintain
IO . “programs Ff vocat10nal education; .
) o Develop new programs of vocational education;
\
R o Overcome sex discrimination and sex ste eotyping in
vocational educat1on programs; and .
.0 Prov1de part-time emploympnt for youths who need the
earnings from such employment to continue their
T vocational trairing on a full-time basis.

"’ The intent of the program is that_all persons have access to
~.

vogational tra1n1ng which is “suited ;to their needs and the

requlrements of available job opportun1t1es. Particuld®

emphasis is placed on meeting the needs of the- dlsadva\‘aged.

and handicapped through spec1al programs and serV1ces that
w1ll enablé the part1c1pantsifo succeed in regular vocat ional
educat1on programs The fiscal year * 1481 appropriation' for
Vocat1onal Education was $862 million, including $518 million
fog bas1c grants to States. )

L]

.

Public Law 94-482 has mandated fiscal audits of the vocational
educat1on programs admlnastered by,each State (seé page I-6).
The same law requires that States subm1t to the Department

f1ve—year plans describing how monies allocated to them W1ll
Be spent

{

-
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*Audits in several States‘highlighted below indicate failure to
adhere to the five-year plan and other deficiencies relating

other subrecipients.' The problem of lapsed funds cartied over
, from one year to the next, described in our last s%mi-annual
report, was also noted in several audits dur1ng this period.
- Dur1ng this reporting perlod, we 1ssued elght reports which

costs of $18.4 million. ' NN

3~

M :
. . . ‘

a. . Vocational Education ~ Up ¥o $27.9 Million in Lapsed

to the allocation of funds to .local education agencies and.

4 recommended disallowances of $14.8 million and questloned:

and'Misspent Funds Recommended for Recovery

p ‘ v [ - i . . 5o .

L3 . - LI

& . 2 L]

» A review of one State s vocatlonal educatlon program disclosed
sigpificant deficiencies in the State s planning and
implementation of the program and. in the related use of

: program funds. T .

“ . - ) . -
Specifically, the repo®® noted that\the State Department of
Education had not fully implemented: the planning process -as
stated 1n its five-year plan and that $3.2 million in Federal
funds were awarded in certain program areas that were not as
critical as others. }addltion, the award and post-award

procedures inwsuse provided little assurance that funds were

-

awarded in relation to labo;/market beeds.
¢ s ' i

\ ‘. "The report also points out that thge State did not obligate
carr§over funds ip compliance with applicable regulations. We

$767,000 were made to avoid returning unuse€d funds and that
the State spent $13.6 million of 1979 funds in 1980- on

? . ¢ A
I-+15

found that improper acdbunting adjuistments in the amount of -
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ineligible projects and: as much as $13.5-million of 1980 funds

_in 1981 on ineligible projects. Mogeover, the audit disclosed

that a $14 million Federal fund authorization had. béen
accumulated in excess of " funds needed to fund -curtent
vocational eﬂucathn pEOgram operations,

The aud1tors recommended a number of procedural changes to
ensure more effectlve adm1n1strat10n ©f the . program ..-and
improved accounting' over program 'funds A Recovery, of

[

.«Z

approximately $27. 9 million in lapsed and/or ‘misspent funds-

was also-recommended. Departmental off cials are currently
reviewing the flndlngs and recommendat{é;s contained in this
report ) . ’

-
T a

b. Deficiencies in State Management of" Vocational -

2

. Education Program Result in Recommended Recoveéries
of $389,000 and a Recommended Fine of $170,000

’ . . . . 1
An j/audit of .the administration of the vocational education
Program in one State disclosed that improvements were needed
by the State to better ensure that the funds provided were
used for the purposes intended and effectlvely adm1n1stered

and controlled.

{he audit report noted that .Federal .and State plan
equ1rements for allocating vocatlonal education funds were

1980 wit

not follxwed and that the State awarded funds to schools in.

out reqguired documentatlon that non-Federal fiscal
effort had been maintained. 1In additloq. the State failed to

adhere to approved allocation formulas contalned in the State

plans. The report also p01nts out that the State did not
appropriately identify and use set-aside fuﬁds,for persops

*
-
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‘with limited English speaking ability and that costs clJ‘hed-r}
by .some schools were not limited to only the excess costs of
training disadvantaged and handicapped students. As a result,®
set-as1de funds of about $158,000 were misused Additionally,

about $l73 020 'in Subpart 4 funds were used 1nappropr1ately,

and unal!bwa le expendltures of about $58 000 were charged to

. the-program. o : .

t

The report recommended that the State refund $389,000.and that
a minimum penalty of $170, 000 be .assess because persons with
hMimited Engllsh speaklng ab111ty were not served., The report
also fecommended that the ‘State recompute, using xapproved
" Teimbursement rates, the amount of PFederal vocatlonal
-education funds schools should have received in 1978 through
1980, and refund to the‘government any overclaims.

Respons1ble State offrclals agreed that $389,000 of Federal
tunds had been m1sused. They d1d not agree, however, with the

- other recommendations noted. Program officials are working
with State offitiais to resolve these findings.

. Vocational Rehabilitation N

The Office of Special Education‘and Rehabilitative Services
administers programs in two broad funding areas: Vocational
Rehabilitation and Education for the Handicapped. During” this
reporting period, OIG issued 18 reports on programs
administered ., by this Office involving " recommended
disallowances of $2.7 million and questloned costs of $13.4 °

=
k-3

mllllon.
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Funding under Vocational Rehabilitation is provided by formula
and is designed to assist physically and mentally handicapped
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ot .
individuals in becoming galnfully employed %@ederal fu
distributed under -these grants may be used’/%i:?
8 support up Eo 80 percent of expenditures . made by State - -
) vocational rehabilitation agencies under approved Staté
.~ plans.—~Potal funding for Vocational Rehabllltatlon amounﬁed

o'approx1mately $9806° milliqn in fiscal year 1981

. Both reports highllbhted below noted procedural and admlnls- '
trative weaknesses in the management of th;s program? at jhe <
State level. \

- . >

. a. Expenditures of $13.1 Million Questioned Dué to Lack
S == ;

of Supporting Documehtation . ’ .
o ’ . "

In an audit of one State's vocational rehabilitation program,
we were unable to perform all the necessary audit procedures N
- required to dJetermine the reasonab%eness and accuracy of
expenditures reported. For the period' October 1, 1976 to
'September 30, 1977, the State received a total of $13.1
million in Federal funds for the program, but OIG review
.disclosed that the .-available supportlng . records were

incomplete, disorganized and not referenced.
Iy . &

+  The laek ef an adequate, verifiable audit trail to support
expenditures was in direct conflict with Federal- regulations
- and the State's own plan which indicated that it had adopted ‘
polidies and methods pertinent to the fiscal administration,  '*
and control of the program. Several factors contrlbuted to
_the absence of an audit trajl. ‘Chief among these was the lack
- of written procedhres describing the method for compiling the
quarterly f1nancial status report to the Department from
internal State reports and source documents., Further, the.

4
-
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compilatdon ' of this report was entrusted*ito a single
iﬁdiv&dual . ~and others. were not adequately

familiarized with the uriwritten procedures. The lack, of an
éﬁequate audit trail had beemr*videntified previously in a
Federal and also a State audit,_but tﬁe State had .never cor-
rected the identified deficilncies. ’

.We_ recommended that the State gither provide documentation
to'support the questioned expenditures or return the amount -

of $l3 1l million to-the Department. We further recommended
procedural improvements to ensure an aud1t tr§11 for all
subsequent expenditures .of Federal funds. Departmental
officials are currently reviewing the findings and
recommendatichs gontained in this report. )

b. Weaknesses in the Administration of Vocational

Rehabilitation Program Result in Overclaim of $1.2
Million .

e < .
An audit covering~r the financial administration of the

vocational rehabilitation program in one State ‘disclosed
significant defieiencies affecting the accuracy and
reliability of financial data in use to“report and claim

costs incurred under the program.

Specifically, the auditors fouhd a number of weakneéses in

procedures and electronlc data processing systems in use by
the State whlch led to an overstatement of program costs of
about $808 000. The review also found that year-end obllga—
tions for fiscal years 1976 and fl977 were\\inaqéuratel%
reported. In addition. to these defitiencjes, accounting

{;8,000
for electronic data processing costs and fringe benefits

system weaknesses resulted in excess claims of_abo

' ‘ 1-19 ' -
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" this perlod

.'under Bilingual Educat1on.

charged to the programs. The report also notes that the
Vocational Rehabllltatlon program was overcharged $272,000
for various administrative expenses such as word‘process1ng,
office costs.

Imprbvements were also needed in the accountab111ty and con-

use charges, and central

trol of eq01pment purchased for the program.

The aud1tors recommended that the State take a number of
actlons aimed at improving procedural, accounting and system
weaknesses,
The State dig

recommended refunds,

w#th of
but did agree for the most part with
the procedural deficiencies cited,
currently the

contained in this report.

'

not ."generally - agree any

Program officials are

reviewing findings and "recommendation

Bilingual Education -

¢, d - - .

authorlzed by Title

4, .
e =/

Bilingual Education is VII of the

Elementary and Secondary . Educat1on Act and cons1sts of -a

number qf different

Engllsh language

programs designed: to the

skills of children whose prof1c1ency in

1ncrease

EnglLsh is llmited and to provide support services for these

activities, ' -In fiscal year . 1981 $157 million was awarded

can. be" carr1ed on when Federal f d1ng is reduced. Dur1ng
we 1ssued nine reports on Bilingual Educq‘gon

wh1ch recommended disallowances of $5.9 milllon.

3

.

»

and that it refund approximately $1.2 million.
the

A key element of these programs i%

-1mprov1ng the capacity of States a ocal school districts to
1mplement and maintain programs of b ingual instruction that

P

%
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Statewide Review Reveals Local Projects Not Meeting

Bilingual Education Program Goals
N - N

A major aﬁgit effort revealed that projects in one State's
local school districts have failed to meet the intent of the
Bilingual Education progréms. This effort, consisting of
the revdewbof seven schoél districts and an ovgrall review
of the State education agency, is the pilot for a multi-state
review* to deétermine the effectiveness of State and local
education agencies .in implementing and carrying out federally
funded programs of bilingua} education.

>

Audit work in thié‘stétg'agency and the local agencies that
were reviewed disclosed aéherally that children were not being
effectivelyrservedfunder the programs and®that projects did
not improve the State and local efforts ‘on an ongoing basis.
The audit work also disclosed that the State did not
adeguately coordinate projects among the local districts. The
auditors ‘found an excessively high level of participation by

students who were not.classified as having limited proficiency
' in English and the failure to provide services to those for
whom the Federal programs are targeted. o

On the Basis of these r;vigws, we concluded that the school
districts generally violated the intent of both the Title VII
Bilingual Education program and the grant awards. We:
recommendeé that the local districts refund $5.9~million, that
certain current projects be discontinued and that funding for -
futute projects be witthld‘uhtil it can be demonstrated that
. . they meet’ the intent of the progrém,a‘We_aiso p;ojeéted‘a

. savings of $1.3'million as a result:r of actions initiated

1_21:
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during the course of the audit, Departmental off1c1 S are
currently reviewing the - findings and recommendations con-

¥ -

tained in these reports.

5. Student Financial Assistance
r 4 .

Student Flnancigi Assistance programs are admlnlstered by the
_Office of Postsecondary Education and provide financial aid to
’ individuals to obtain tducatlon or tra1n1ng,beyond the hlgh
school level. Financial aid provided to students in fiscal
year 1981 represented about $6.4 billion in grants, d1rect
-loans, 1nterest on loans, guarantee loans and earn1ngs;through

work study programs. . -

&

Durlng the six-month- period covered by this report, the 0IG
"issued 2,187 reports on Postsecondary Education, most of which
concerned the administration of Student Financial Assistance
programs. These reports recommen/e& dlsallowances of $10.3
mglllon and guestioned $8.3 mllllon. »

In addition to audit work involyiné Student Financial Assis-
tance prdgrams, the'pulk of OIG's investigative workload is
‘comprised of cases in this area. '(Refer to Section IT of this

report for more'informatﬁgh.)
r-
. «Q .
Audit reports issued this period identified a number of

opportunities for improvements in the administration of educa—ﬂ
tlon programs by postseconda‘y educational . 1nst1tutlons,
~State guarantee . agencies, and the Department of Education,
" Some of the signlficant‘problems found reldted to inadeguate

documentation; inaccurate awards; inaccdrate‘applications for
' cémpus-oased " program fnnds;’ and excess advances to State

guarantee agencies, We also found a need fort'changes in

L]

)
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. N .
existing legislation and regulations governing certain
4

,aspects of thegvprograms adm1n1stered by the Office of

L& aal )
highlighted. below. "

H

- ' Postsecondary Edgcation. These and other problems noted are

a

‘e

a. 'Improvements Needed in State Guarantee Agency's -

Administration of Guaranteed Student Loan Program
) 0 f

. . N X ¢ -~

r// x/

" An audit of ode'State guaranteé agency found that the. agency

had pot | credited loan accounts and/or. rebated prepaid

insurance premlums to borypowers who prematurely w1thdrew from

school. As a result, borrowers were charged excess insurance’

premiums. fAfso, ‘default claims submitted to the Federal

. government were‘cverstated by the amount of' unearned premium
fees obtained Dby the agency. Additionally, we found that

; excess interest was being billed to the Federal government by
1enders‘becauseithe agency had not established controls to
ensurej that student loans were promptly converted by the

lender to repayment status when students withdraw from school.

4
L]

More iﬁportantiy, our review disclosed that Federal seed funds

of $1.3 mrlllon advanced to.the agency to assist in meeting-

defaulted student loan payments to 1lenders were no loénger
needed by the agency. We found that the agency s loan
guarantee reserve fund, including Federal advances, had a
balance Of $4.3 million on June 30, 1980; however, the
defaults, net‘of:recoveries¢ for each of the past two years
were less than $9OQ 000. Although these advance funds are not
needed the ngher EduCatlon Act of 1965 as amgnded prov1des,
for the vast majorzty of these advances, that repayment shall

not be requ;red until the advances exceed 20 percent of a-

v

™
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guarantee agency*s outétanding insurance obligation. The
advances and earnrngs ‘thereon represented about 12 percent of
%he agency s outstandlng insurance, obligation as of
September zo, 1980. o _ .

-

14

We recommended that the agency take approprlate ictlon to
correct the conditions noted and that it consider returning
those advances no longer needed. The agency agreed to correct
most of the def1c1enc1es noted but disagreed with our

"recommendatlons regard1ng the return of unneeded advances.

However, ' it subsequently returned $178,400 of advances, in

‘respoise to prodding “by the .Regional Office of Student

Financiagl ‘Assistance. The Department is now in the process of
considering our report an

the agency's reply’ in order to
determine the corrective adtion ‘to be taken.

At the tlme thls audit eport was 1ssued weuwé?g\ln the
process of aud1t1ng a guarantee agency in another State and
had found a similar condition of excess advance funds. We
pointed out these cond1tlons to the Office of. Postsecondary
Education and recommended that the ,Department re-examine
Federal requ1rements governing the return of these advances.
We are also initiating an internal audit to determine the
extént Of ; unneeded advances nationwide "and to identify

specific corrective action needed.

AN

~

b. Deficiencies in School's Admlnlstratlon of Student

Financial Assistance Programe

'An audit reoort-prepared for us by the ﬁeparthent‘of Health
Q‘ 3 -

and Human @ervices" Office of Inspector Gengral on the
admlnlstratlon of Studefit F1nanc1al Assistance programs\at one

-

.
L) .
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school disclosed that: the school's accounting records were
inadequate, -awards were made to ineligible 'students,_"
documentation to support awards or disbursements to students

was missing, and various regulations were.not followed: ° 3
| C ‘ , #
Finangial and compliance tests covered $1.8 million #f the
school's $2.7 miilion\of ‘reported .disbursements during the-
audit - period. Because of the deficienqies noted, we
" g ecommended _that ‘the lschooi\ make financiai. adjustments of
$1.3 million _or, in some instances, provide’ appropriate
documentationl We also recommended that the school restore *
. " institutional funds to its National Ditect Student Loan fund
‘ as approprlate. Many of 'the awards were guestiongble or

\

c. . School Could Not Provide Adequate Documentation to - -

unallowable for more than one reason.

Support Over a Million Dollars in Student Aid Fund

A

ya , L Expendltures . . -

An aud1t of a proprietary school disclosed that the school did
" . not have adequate controls .over -the rece1pt and ‘disbursement
of Federal finds. ‘The.internal controls were not adeguate to
. ensure the funds were properly accounted for and used, for . >
purposes intended under}program regulatlons. We found that »
because of missing or- inadequate documentatlon, the expendi-
_ ture of Federal funds totaling about $436,500 could not be:
- identified to spécific students and/or financial aid programs,
and ‘that about. $26 300. in unauthorized National Direct Student
Loan expenditures were made. Our review of student ‘academic
and financial ald files for required compliance documents and
the agccuracy of award computations also "showed "that ap
. additional $479,200 of unaxlowable or' inaccurate awards were

made. . ) i c




We also noted that the school had identified refunds totaling
$120, 300 that were due to the Federal account. The school
also identified about $10,00Q d% its Natlonai Direct

Student Loan match1ng funds that\had not been paid to the
National D1reet Student Loan account. '

-~
“ ”

We recommended that the school refend $1,072,300 to ED in
accordance with the prov131ons of an existing L1m1tat10n
Agreement between the school and ED. The school generally
dlsagreed with the findings and re¢ommendations in our report
and 1is researching its files' to try to obtain propeéer
.documentation for all disbursements and awards,

d. Interest on National Direct Student Loan Funds
Improperly Credited to State®s General Fund

. I3

b

Interest in the amount of $716,000 earned by a State on
National Direct Student Loan funds from seven State
un1ver51t1es was credited to the State s general fund instead
0f to the universities' National Direct Student Loaﬁ/funds as
tfeguired by Federal requlations. According to ,these
regulations, any ingterest earned on Federal National D1rect‘
Student Loan monies must be credited to the National D1rect
Student Loan account and cannot be used for other purposes.
The State's improper crediting of these monies reduced the
funds that could have been used to make additional student
loans

however, " that the . State -law provides an

L4
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exception for certaif
I/
on the National Dirq t Student Loan funds.

We recommended that

types of fnferest, such as that earned

. (A4 -

the State  repay to its National Dijrect

*

Student Loan 4&ccount .the total amount  Qf interest earned
‘during and subsequent to the perlod of tbe audit and that it
cred1t all future interest ;o;the National Direct Student
The State ‘ ‘with the latter

(recommendatlon but did not& agree that the prior interest

Loan account. ‘' agreed-

earned should ,be mepaid to the National D1rect Student Loan
account. ED program managers arq_rev;ew1ng,the report and
fhe State's response to determine -the corrective action .to

s E
be taken. & : ¢
e. $665,000 OQuestioned or Disallowed Based on
. Deficiencies in Student Awards v
. . ‘ ” ¢

-
)

A Reyional Office of Student Financial Assistance requested

that OIG

def1cienc1es it _had found in its rown program review

college.
\

raudit

Our
eligibility,

students were eligible,

~ by students.

audit . disclosed

~

a college

a
disbursements
and

In addition,

lack of documentation

significant
the

because of some

,on student
in. excess of amounts for which
unsatisfactory academic progress

we found that the College Work-

Study time records were not properly ‘maintained to support

. the actual work e%fort, Federal cash repdrted as held by the

college was not always available 1n “the Federal cash accounts,
the of
liabilities was less than the one-to-one, ratio required by

and chiege's ratio current ‘assets /to current

regulations. Moteover,. our review of the National Direct

‘Student Loan program showed that the college was lax in

. , I-27 . 3
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providing necessary consnmer ~ information to student’
borroWers, performing exit interviews, maintaining contact
with the borrowers, -obtaining signed repayment plans, and
monitoring the ,bil%ing\ and collection activities of the

contractor. ‘

v ’

In addition to the tecommended financial adjustments for
‘di%allowed or questionedgcosts of $665,000, we made a number
of procedural recommendations to improve the overall
administration and control’ef the programs.,

The college's response to the draft audit report was
positive and constructive and indicated that corrective
action was being taken. ED program managers are evaluating

the findings and the college's action.
- .
¥

<

6. Interna; Audits

During this period, the OIG initiated eleven internal aud1ts

and 1ssued nine final reports on the internal operations- of ,

the Department. In addition, the 0IG partieipated in four
projects initiated by the President's Council,on Integrity and
Efficiency and issued a Survey report on one project
concerning Government-owned property in. the hands- of
contractors and grantees. A discussion of 'significant
internal audits,comp}eted this period follows.

a. Improvements Needed in Implementation ns to

Improve Management Control Over Consulting Serv1ces

and Related Reporting Requirements p

+

a

An evaluatidn of the Department of Education's progress ig’
instituting effective -management controls over consulting
service contracts; disclosed that the Department has not

’

4




adequately implemented its plan ég improve management control
over con ting services and related reporting reguirements.
Consequently, there was ° little hssurancé_,that planned
improvements in awarding and controlllng consultant services
contracts would be effected.

Among other things, we found that the plan lacked a specific
time schedule for instituting planned actions, and that copies
of ,written justificatipons for consultlng serv1ces were not
be1ng provided to the Senior Execitive Serv1ce manager and the
Inspector General. We also noted that the Department had not
formally designated a Senior Executive Service manager to be
responsible for_gffective implementation “of the' management
- control system as reduired.

We also found that there was a need to initiate numexous other
actions called for in the plan such as the development of a
quality assurance program, the preparation of written
performance evaluations of each consultant contract; and the
correction of parious problems associated with reporting data

_into the Federal Procurement Data System.
1]

bd - .
_Management officials generally concurred with our findings and
tecommendations related to these.issues and have taken or plan

to take appropria;e corrective éctions.

b. Improvements Needed 1n Reglonal Offlce Reviews of

Institutions "and Lendeérs Participating in Student,

Financial A551slnnce, Programs
N

’

Internal audits conducted in four regions disclosed that the

effectiveness: of institution and lender reviews could be
signgficantly enhanced By taking actions¢ sugch ~“as improving

-
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mé;hods in use to select the entities for review, limiting the .
scope ‘of reviews, improving timeliness and documentation of

review results and taking prompt action to, recover funds due.
Examples of some of the more significant deficiencies noted in ‘
thg reviews follow: : ,

»

B

o) In one region, reviews were made at many schools
where the amount of student aid was not
substantial. Consequently, opportunities to-

identify misused or improperly expended funds were
limited and resulting liabilities developed by the
review staff were generally immaterial. 1In calendar
year 1980, for example, 28, or 41 percent of the 69
reviews performed were made at' institutions which
had campusrbased and Pell Grant awards of less than
$35,000. '

%

Reviews in another region failed to disclose that
federally-insured student 1loan insurance premiums ’
of approximately $1.1 million had been owed to ED

by lenders for six months or more.

%
(o}

o In that same region, special allowance payments were
continued on delinquent loans even when due
diligence was not exercised by the ‘lenders in

: servicing and collecting$loans. This condition may

-, . have baeen a 'significant\ factor in the region's
épecial allowance payments, which totaled $61.5

" million in fiscal year 1980 alone, : T .

o} In another region, only four followup reviews were

‘ made at schools found to have very significant

deficiencies in fiscal year 1979.- In addition, two

of the -.four followup reviews ﬁjd. not include

goverage of all previously reported problem areas.

‘ Only one 1lender followup review was made between -

’ 10/1/78 and 5/1/81, .

»
1Y

"We have issued these four reports to the regional offices
whefe responses haye‘beeq generally favorable.‘ We plan to
issue a consolidated nationwide report later this year which

"widl include recommendations aimed at improving the quality
:%éﬁeffeétiveness of the review efforts nationwide.

<




7. Contracts and Discretionary Grants
LAD

ED annually awards approximately 12,000 discretionary grants
and 1,000 contracts totaling about $1.5 billion. The awards

are made to State and local governments, educational \) :

institutions, -and érofit and non-profit organizations for a
variety of educational services. The Office of Assistance
~Management and Procurement Service and the National
Institute of Education have responsibility for awarding
contracts and discretionary grants. OIG provides a variety
of contract and grant audit services to the Department,
including audits -of c¢ost proposals and contract ' closing

_statements.

Contract and grant audit services are provided d1rectly by
,ED~0IG staff and by other Federal audit " offices ff/zj-
principallf the Department of Health and Human Serv1ces'
Offlce of Inspector General and the Defense- Contract AUdlt
Agency -~ under 1nteragency .audit agreements. Budgetary

constraints imposed dur1ng this period have forced us to

curta11 or reduce ‘our reliance on ,other offices to provide

these services.’ As a result,” the number of reports issued

. during this period has declined.

A \

As reported in our prior semi-annual report, OIG entered
\intd;quntracts with four, Section 8(a) ‘independent public
accounting, “firms in September 1981, for audit‘.servicesp
needed on approximahely 80 caontracts. %ach of the contracts
exceeded.$100,000, was physically closed and ‘was subject to
final .audit. During, this period, 36 of the 80 cer)tracts
were audi&ed;mwnggEe audits contained recommendé;%eﬁs for
disallowances or dquestioned costs of $7 millionigand are
included ‘in the overall statistics discussed below. - . Lo
* \ 4
— $-31 i S

.
Co
G

L]

- » Y

s




—
,Duriné the reporting -period, OIG issued '193 contract and
grant - audit reports that recommended disallowances of
$3.5 million and questloned costs of $7.9 million. The
audits also 1dent1f1ed potential cost avoidances of about
$2.3 million on pre~award audits. These audits cont1nue to
be effective in identifying and avoiding potential waste and
abuse in the Department's procurement act1v1t1es. .

\\.\

Reports on audits of cost proposals are advisery in nature.

a. Pre-Award Audits.

However, they are extremely important because they serve to .
a#sist the Department in final negotiations with contractors
by identifying areas for potential cost‘savings. Following
are several examples pointing out the value of these audits,

+ . -

(14 A contractor submitted a proposal 6% about
SSO0,00Q/ for a project entitled; "Using Vocational
Education to' Improve Economic .Development in High
Unemployment Areas.," ' N

> The purpose of the project was to promote vocational
educat;on as a means of initiating economic develophent'
‘programs in urban’ and rural areas of hlghlunemployment
Our aud1t raised several concerns regardlna the advisa-
b111ty of award1ng the contract and recommended that
the Department consider "these concerns prior to the
award.  In particular,. we were concerned that the
"objectives of the contract apparently duplicated one of
the stated objectives of the State-operated vocational
education program. . After consideration of this and
other issues raised by the 01G, the‘pepartment decided

.against the award of the contract, resulting in a
cost avoidance of $500,000. )

kY
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(2) A recently completed audit of a $2.3 million,

.contract being considered for extension, identified

_about $674,000 in unallowable and gquestioned costs

and an additional $300,Q00 in potential annual cost
av01dances. Among other,things, the auditor found that:

<

o The; contractor’s accountlng system was not adequate,
for the - accounting and administration of cost
reimbursement-type contracts.

o Consulitants were paid for more days of servige and
at @ daily rate higher than that provided for in the
contract.

o ~Labor costs were not adegquately supported by time

records and were seriously suspect because of
differences between reported days of the week worked
and actual calendar days, and differences between
signatures on the time records and«those on canceled
pay checks. .

o -Phe contractor claimed excess provisional indirect
costs and did not make an indirect .cost rate
submission after the close of each fiscal.year as
required by the contract terms.

More significantly, - thé auditors. found that

approximately 50/ percent of all direct costs paid to the,

contractor were in turn disbursed to subcontractors, -and
that a modest expansion of- ED's current role coupled with
greater "interaction, coordination and communication
among the sub-contragtors could eliminate the need for
the prlme contractor at an annual savings of about
$300 ,000.

3 -
ED procurement officials are reviewing the report and the

optlon presented prior to reopening formal negotiations

‘with the contractor. Our concerns ‘regarding the

propriety of labor costs charged have been turned over to

our investigative staff.

I-33

- 7'(,:
; i

L]



- bl . Closdout Audits - . -

. S : oo ' &
“ \ ' " 3
Closeout audits are necessary to assure that-costs claimed and
reimbursed’ are reasonable, aL&ocable and allowable under

Federal procurement regulations and Departmental
reguiremepts. These audits continue to disclose instance®

_where ‘recipients claimed and received re1mbursements for

unallowable costs. Exa%ples of some of these audits follow.,

-

(1) An ED-0I& aud1t of B grantee that had recelved
$2. 7 million in Federal funds from several - Federal
departments and agencies -disclosed- that serlous problems
existed with the grantee s adminlstration of federally

. funded pfdgrams, and that ‘about $220, 000 in co clalmed
were either unallowable or: unsupported Qg other

th1ngs, the auditors £ound that the grantee. ’ "

®

~ v
-t

o Was jinsolvent
.legal proceedings
the corporation;

d had ceased operatlonsnalthough
had not been initiated to d1ssolve

I .

‘ﬂ © . Had not established an adequate account1ng system of

4 - internal contragls for the receipt, custody and
ae disbursement of cash; )

by o Had  incurred an operatlng deficit of $88 000 by
March 31, 1981 and continued to accumulate costs -

’subseguent to that date. Communications from -the
o grantee's attorney dindicat deficit currently
exceeds $200,000.

p " Further, the grantee S managem had net established

~effective policies and procedures with respect to
financial accounting or followed prudent management
practices in carrying out its f1duciary responsibilities
for federally sponsored proJects. As a,result, Federal

» funds were not expended for the pur oses intended and the

grantee engaged in act1v1t1es th t extended beyond the

purposes for whlcp it was foundéd

I- 34 ‘é
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We- recommended ' that the Federal agencies involved not

- .enter into negotiations with nor award gfuture¥igrants or

*® .
cohntracts to the grantee and that they take appropriate

action to récover '$220,000 in unallowable. and

unsupported eipenditures.
\

grth) Closeout audits of three contracts valaed at
about $1 million awarded to a contractor %or evaluations
and assessments . of se;ected..educatlon Jprograms and
" activities disclosed that about $139,000 of the funds
claimed by the contractor was ineligible and that ,another
$697,000 was not adequd@%ﬁy supported by the accounting
records. 'For example, pertinent documentation‘such as

general ledgers, cost accounting records, time and

attendance records, travel vouchers and vend@r invoices -

‘necessary to support costs claimed were not -available.

In addition to these problems, the company president
2

indicated the corporation had ceased‘operations.

. .
Pursuant to our recommendations, the ‘epartment's

procurement office has declined to negotiate or award
further contracts to the company. Subsequent .to the
audit .we learned that the presjdent, who had previously
owned two other corporations, had- established a ne

company. Since sollcltatlon of Department contracts

&
under the new company name was ant1c1pated, ye alerted

the Department's procurement office of the new company

hame and the names of its principal officers,

.

\

@ " AUDIT RESOLUTION AND RECOVERY OF FUNDS

Wpile actual resolution of audit findings and recommendations
is the responsibility of program and managemeht officials in

. ‘ - ' 1-35
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ED..“ OIG°. monitors . the resolution of aud1t
Teports to ensure that they are promptly and effect1vely
acted upon. Dur1ng this period, we have closely monitored the
resolut1on of audits over $ix months old This 1is 1in
accordance with the Supplemental Appropriations and
Rescission Act of 1980 which required that all future audit
reports with questioned costs be resolved within six months of
issuance.

[N
~.

To assess the effectiveness of ,both our audit effort and the
resolution process, we also’ monitor the determinations made by
Department officials in resolv1ng recommendations 1n our
reports. Costs sustained represent those monetary recommen-
dations "in which Department officials have agreed w1th our
reCommendat10ns

; & .
1. Resolution of Audit Reports ,
. ha
Historically, the t1mely resolut1on of audit reports has been
a major problem in the' Department. 1In ouT last semi-annual

report, we noted that the. total number of unresolved aud1t
reports cont1nued to 1ncrease over the prior period to 3, 367
(representlng recommended disallowances or guestioned costs
of $67.8 million). As a result of 1ncreased concern and
activity on the part of D’partmental management this period,

the 'trend was reversed, and the total number of unresolved

audits dropped to 1,624 (representlng Yecommended
disallowances and quest1oned coéts of $144.5 million) as shown

below. \ . >
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L «» . AUDIT RBSOLURION ACTIVITY ‘
. October ), l98%rch 31, 1982
" . . Action \
A . Unresolved Audits Audits - Unresolved
i E : Audits on Issued * Closed Audits on
. Action Hand-as of . This This Hand as of
= Office- . 10/1/81 Period ° Period 03/31/82
’ \qutsecondary LT v
, . Education . ©7t 73,282 1,572 3,378 1,476
Assistance s
* Management and ° i . ' -
Procurement . - }
Setrvice 49 - 98 54 93
special Education Tt ‘ ) .
. and Rehabi ative ’ ‘ * N
, Seryices - . "~ 15 1 13 16
- Vdcationa - o L
. . - on h . “. 39 K 3~\" !3 . 14
. ‘Elementary and} », % ' <
.. | = Secondary Edu ation 29w 14 11 12,
Educational iuch _ i '
. , and Improvem ST T3 . 7% © =0~ 10
ct Bilingual Edugition. . <L o .
N © and Minority, ) .. ‘
Languages A airs - -g- 3 =0=- -3
_1“* ) LI ., *
4
"a;~§,367 ® 1,718 3,461 1,624

reports over sik month% old which totaled 1,804 at the end of °

the prev1ous reportlng perlod ‘In res jonse to the mounting
total of\audlté over six nths old the’ Department initiated’
a sbort term plaer The plan,
which was inltfatequrlor to the close of - the last report1ng

perlod, 1nvolved/transferr1ng a large’ number of unresolved

address the backlog problem.

audzt‘teports to ED regional offices for resolutlon. ﬁb a
resu of this initia¥ive the  number of
audxts over sjix.months old Had dropped to 164 by ‘the end of
~ the current per iod. . . . -
- e 14 .‘ X . v e ’
o . I1-37
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While the number of audits over”s months old has decreased

the totél dollaf amount ‘of recommended disallowances or

questloned costs in these audits hés actually increased from

$17.4 million in the last perlod to §44.1 million at the end -

of this period. *This 1is attrlbutable to several unresolved

. audits containing very high' recommended disallowances or

questioned costs. For example, three audit Jeports contain
over half ‘'of the unresolved costs in aud1ts over six months
old,

4

7/ ‘-
STATUS OF UNRESOLVED AUDITS AS OF:
September 30, 1981 " March 31, 1982
1800 - . -1110
- 1600 o ' , 100
. o — N — %
1400 [ S ] - 90
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N @2 1200 = = e g
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4

While
resolv1ng audits - especidlly those over six months old - the

improvements made to .date have been impressive in
Department still needs to ensure that approprlate action,
to be to the

Recognizing that a comprehensive

and resources continue applied
resolution of all audits.
long-term solution to the problem of audit resolution was
the O0IG,

has developed a comprehensive audit resolution-system.

necessary, in concert wigh Departmenéal officials,
Final
comments on the proposed Departmental directive are being
solicited prior to issuance.. .

v
Resolution and Recovery of Disallowed or Questioned Costs

-

T

Durinb this period,, ED manegement sustained $32.4 million
representing 59 percen@ of the $54.6 million disallowed or
guestioned in'audit reports resolwed this period.
pares with a total of $27.6 mil!%:
during the last period. The $22.2 million not sustagned by
program managers during this period had beéh allowedagggiuse
the auditees subsequently provided supporting documentation
th.at
the
In addition to the $32.4 million sustained,

identified
bringing the total recoverable to $37.6 million.

This com-

n, or 42 percent, sustained

or: because program officials determined sufficient

1nformatlon was not a%allable to sustaln recommended

recovery. program

officials ~additional amounts for recovery,

During this period, a total of $7.7 million was recovered on
resolved audits.

F. STATUS OF PRIOR AUDIT RECOMMENDATIONS.

» ’

This section presents the status of audit highlights in our
previous semi-annual report - -which have yet be resolved.

Management has generally . respon;zve to our
= ©
I-39
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ré, mmendations. The maéters reported(below, hghéver, are
complex or involve large amQounts of recomrmended

disallowances q{ questioned costs,

¢
1. Vocational Education

.8 $11 Million _in Lapsed Federal Funds Improperly

Used (Pages 17-19 in prior report) .

Audits in three Sthtes disclosed that the States were unable

H

‘to fully wutilize funds allocated to them within the
prescribed time period and that these unused funds have not

"always been returned to the government. Auditors
recommended that a total of $11~million be returndd by the
three States. ' ' * N

. N — . - *

Status: Neither thefg&atessinvolved nor the Department's”
program officials agreed with ourk pos{tion or -with the

findings d 'recommendatiens for refunds in our reports.

The Department is currently considering the matter of lapsed

funds and whether'the States in question should be required
to return ‘these funds.

4 .. .
b. Ineffective Program  Administration Leads to

Reéomménded Disallowances and Questioned Costs® of

$13.4 Million (Pages 20-21 in prior report)
: . ~
The deficiencies noted in this audit of a gtate education

agency related.piimarily to a lack of internal. controls to
assure proper funding decisions and a lack of effective pro-
cedures and practices in awarding and monitoring subgrants.
The auditoré,recommended disallowances of $13.4 millfan. B

'I-40 .
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Status: Slnce this State was also among those cited for im—-

proper use of lapsed funds above, its resolution. is still
awaiting Departmental de0151on on this matter. Program
officials are working to resolve this report.

2. -Student Financial Assistance

a. \Different Interest Computatibn Methods Resulted in
xcessive Interest QEZTEEES (pPage 24 in prior

reggrtz

Excessive interest payments of as much as $4 million nation-
wide may have been made to lenders and the ‘Student Loan
Marketinq‘ Association, ‘becauge- ED regulations permitted
interest -to be charged either on the average qgquarterly or on

“the average daily balance of loan princibal balances~

outstanding. We 'recommended that ED revise " the 'inte;est

billing methods.

Status: Program management officials agreed with our recom-
mendation and promised to revise the interest billing
methods, but have not yet issued the new regulations. CoX

L

b. Poor Cash Management Practices in' S;udent

Financial Aid Programs Reéulted in Unnecessqéy
Interest Cost of $l.3_Million (Pages 25-26 prior

regort)

This audit disclosed that postsecondary schools  in one
region had’exceésive Federal cash on hand. We estimated
that schools in’'this region in 1980 had $11.6 million in ex-
cess cash, resulting in $1.3 millioAn in unnecessary interest
costs to the Federa% governﬁent. On a nationwide basis, ex-

I~41 ; '
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cess cash may have totaled £102 'mi%lioﬁ and unnecessary-.

- ihterest costs $11.4 milkion' in 1980. "We recommended that
ED management require schools to report excess cash balances
iﬁedia:tely and return any excess cash and that tHe
Department dény advance funding to those schools which
:"persist- in abusing Federal cash advances, We also
recommended that the Depar tment 7pro‘§o§e legislation to (1)
provide .a. One-year authority to reuse National Direct
Student Loan funds returned by schoolsg and \2) require
scho0ls' to pay interest on ‘cash’ that’ is drawn in'excess of
eurrent needs, > — S

Status: ED officials general];%agree"d with our ,findings and
recommendations and are now in the process of coordinating
corrective action withi;'m the Department* and with other
Federal agencies to deal with this compleéex - problem, The
Department is also currently éonsidering our recommendations
with regard to proposed, legislation, -

-

c. College Work Study and'National Direct Student

Loan Funds of $960,000 Misused (Page 44 in prior .

ré@rtz _—

An audit of a univ?iiffyfs College Work .Study and National
Direct Student Loan funds disclosed payménts of $675,000
to ineligible students, for College Work Study and' improper
use of funds from both programs for general operating

expenses, We  recommended that the university repay ED
$960,Q%fc‘>r the‘impr.ope'r expenditures, -

Status: Program officials agreed with the recommendations
and are actively working with the institution to reach. a

final r/esolution‘of the £{rdings. . v
> b
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3. Internal Audits T

a. Inadquate Controls Ovez Check Receipts Result in

Potentlal for Abuse and Unnecessary Interest Costs
- of About $250,000 (Page§‘29—30 in prior report)

"Our review of the controls in use over remittances to the
Department showed that they were'inadequate to ensure that

safequarded and depositedﬂgromptky. "We ‘recommended that an
integrated organizag}bn' plan ,be developed to provide
adequate internal céntrols over _ receivihg, processing and

depositing checks.

"~ Status: " Department officials agreed with the report
— “flndlngs and have made progress  in implementing the
recommendations. Action on many of the recommendations has

,‘not ‘been completed pending 'approval for reorgagization,

centralization and 'stdffing of positions. . .

S~ 7 3 -,

L
b. Inadequate Controls Over Interest Payment

31-32 in prior reporé)

Our report showed that the Department had not given

sufficient management attention to establishing adequate
7..procedufbs and support éystems: to assure that interest

payments are accurately, promptly’ and properly recorded.

Status: Departmené ‘officials generally agf;ed with .our
findings and recommendations to. correct the reported
deficiencies. Final. resolution of these ,h deficiencies is
codtingent on the completion of a new Interest Billing
System by the end of fiscal year 1982.
— . ) :

LY

’ )
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h ‘o4, Contracts and Discretionary Grants

a. Closeout Audit - Lack of Suppoftlng Documentatlon
(Pages 36-37 in prior report) - ’ .-

A closeout audit of a “§1 million contract recommended \
"disallowances or questioned costs of -$536,000 because 2
pertinent accounting records necessary to ‘support costs .

claime@ were not availeple. ) '

- Status: Our office subsequently comnleted closeout audits
of three other contracts awarded to the same contractor
involving another $1 million (gee page I-35). The latter
audit 1dent1f1ed an additional $836 000 in unallowable angd °
questioned costs bringing the contractor' S total potential
lLablllty to ED “to $1.4 mllllon.\ ED officials are currently
work1ng to resolve all audlt issues with the contractors and
no final resolution has been made on the amount of refunds
due ED. . ) .

-

b.  Closeout Audit - Improved Accounting and Internal

. ' Control Procedures"Needed (Page . 37 in prior

report) -

—
‘An audit of one .State university's administqatiéﬁ of $5.8 ’
million, in Education Department grents' and contracts
disclosed that accountiﬁg "and internal - control procedures . E -
needed improvement. The audltors recommended that .a total

f' : of $802,000 be recovered and that the university make
certaiﬁ' changes in its accounting policies and " interrfal

controls,
. -
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Status: ED officials are currently working, with the
university to correct the accounting and internal control

system deficiencies identified in the audit report.

G. OTHER AUDIT MATTERS

1. Title I Court Decisions | -

N -

Two Federal circuit court decisions rendered during this
period may significantly affect ED's ability to retgber
funfis misspent under Title I of the Elementary and Secondary
Education Act. These decisions, State of New Jersey v.

Shirley Hufstedler 662 F.2 208 (3d Cir. 1981l and State of
West Virginia v. Secretary of Education 667 F.2 417 (4th

Cir. 19@1),‘ involved three States '(a case 1involving the

~ State of Pennsylvania was decided along with the New Jersey

case in a consolidated decision) ‘that were appealing

- determinations by &D that fhey refund monies identified in

0IG audits as having been mﬁssggnt. The impact of these
decisions - both made during the same week in October - is
uncertain at this time sirice they directly contradicted each

.other.

7

.In the New Jersey decision, the Court found that the Federal

government had no - authority to order- repayment Qqf the
misspent funds throdﬁh an administrative process because the
funds were received prior to 1978. The Federal government

‘may hage to sue in'a Federal distriét court to recover in

each case. The .Court held that statutory authority to
recover the misspent funds < administratively did nozé;{ist
ug;i!“ it was _specifically enacted in the EJd€ation

Amendments of 1978. Conversely, the West fog{nia decision




N

upheld the Department's right to recover funds through an
admlnlstratlve process. The decision stated, "There is no
1eglsrﬁt1ve§1ndlcatlon that the authorlty to order repayment
is to Be e factive only prospectlvely, and the statute's
remedial pu:zoses will be more fully served by applying it
"retroactively."

-

Petltlon for rehearing in each of these cases was denied.
The Department of Justice was con51der1ng at the end of this
reportlng period whether to appeal the adverse decision in
‘the . New Jersey case to .the United States Supreme Court,

’ Deadllne for appeal in theFWest V1rgln1a case has already
explred . \ ‘ .

2. Single Auydit Goncept . . -

The Inspector General stronglyL supports _the '§ingie audit
' concept  and ‘recently testified before a Congressional

”d%mmittee that in his opinion the process was both
conceptually sound .and administratively feasible.

]

Several activities have been undertaken this period to
further promote and 1mplement the requ1rements of Attachment
ps

o Principal O0IG officidls " have held numercus
'speaking engagememts with Federal, State and.
private organizatjions 1nclud1ng Intergovernmental-.
‘Audit Forums, Chief State School Officers, the

. Association of Government Accountants and the
. . Coun¢il for American Private Education, ,

. o] The Inspector General was designated the Chairmah
of the Single Audit Steering- Commlttee established
- by the Joint Financial- Management Improvement
Program. In this capacity, he is responsible for
coordinatlng,bhe implementation. of Attachment P at

the various levels of government, ‘

- ¢ ‘ P 1-46- ' \
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‘meets the
_established a committee

~— ©

_o,‘ The O0IG has devel’oped'~ a slide and viewgraph
. training package for use in presentation to State
and local government groups.

Y

Addltlonally, our Regional Inspectors General, for Audit have
met w1th officials of practically all State departments and
this
fam111arlze them with the single aud1t concept and to survey
Additionally, th - OIG -1is

agenc1es for - which Department has cognizance to

their ,operations..

technical assistance and guidance to non-Federal auditors

planning single audits.. .

*

N

In Delaware, where we ‘have cognizance for the entire State,

. the ‘State audltor is in the prellmlnary stages of conductlng

a single aud1t of all State departments and agenC1es. ~To
assist the State auditor in performlng a s1ngle audit wh1ch
needs of the Federal
composed of

other agencies, we

representatives from
x
each Federal agency providing grant and contract awards to

the State. The committee approach will enable us to provide

.effectlve up-front. technlé3i assistance and guidance. TO

‘daﬂe two States - Alaska and New Jersey have completed
single audits of their State Departments of Education.
J v

providing :

°
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o . SECTION II
Iy INVESTIGATION ACTIVITIES .
- . A, INTRODUCTION, a . ¢ £%§~1
} B v - . / ' N ‘

“he OIG's _ aggress1ve effort jto identify‘ and successfully

-

~

prosecute persons de audbng ED programs has ,resulted in a
< - doubllng ‘of conylct ons and pleas oé guilty or nolo

cqgtendere. In add1t1-n the dollar valué of assessed‘fines

and nestltutlons ipg eased dramatlcally because ‘of one major ’
R case. i number of | J.nvestigatlve cases opehed and closed. V? ® .
a¥€o 1inc ased.. An overview of the 1nvestigation activities
during this Teporting period apd “an @ppdate of signiflcant
cases prév1ously Yeported. is presented in the following
;: . sections along w1th cas work}oad‘atatrstlcs, investlgatlve

-

accomplishments and-highlg@hts oga?ases.

£ . S

B.  INVESTIGATION ACCOMPLISHMENTS - - - .

» L

During iod asséssed”%ines and restitutions resulting*

.from ouf investigations 1ncreased ‘from $55,000 in the prlorﬂ

’six—month eriod to.$3,932,000 in this® peflod. That amount

& iwa% Asses®ed ‘against one corperation _and .29 -separdte
individualsi The -largest” fine was $31/653\bnd the 1a%gest b

res§1tutlon was $3 750,000, which wgs pa1d by a corporation,
-
B ol as , stipulated in a plea agreement, fﬂk& fillpg improper

Guaranteed Student Loan default .claims.. e
@ ot R et
~ . (XY .‘. @y II’.l . . ';‘.‘
- . . - (o .
) '(/o. ! g '
i BEURY 4




In i‘addition, 32 defendants have been sentenced to.
incd%cetation,' probation, or pre-trial dlver31o;§ nine‘ are®
awéxtlng sentencing, and elght are in a fugitive sg‘tus.ﬂe
These and other accomplishments achieved durlng this six-month
period are shown in the follow1ng comparative schedgle of our
output and -performance measure$ for tBe‘thrée most recent

reporting periods. ’

-
-

COMPARATIVE SCHEDULE OF INVESTIGATION -
OUTPUT/PERFORMANCE HEASUREu .

Output/ .
Performance . , Ty
Measures . . The Six-Month Periods Bnding:

3/31/81° -9/30/81  3/31/82-
‘Gases Opened | © 220 108 119

’
- A

Cases Closed 124 " 83 101

Cases. Réferred for
Prosecution ‘ 32 69 57

ey .
Cases Accepted 10 - 43 36

Cases Declined 22 26 - 21

Indictments/ -
Information | . 5 41 24

Convictions/Pleas N 12 16 - . 34 .

Restitutions and . -
Pines ; $2,500 $55,000 '$3,932,009

* Includes a single restitution in the amount of $3,750,000.

\

’

[

\ <

Another noteworthy achievement duriﬁg this period involved the °

role played by ‘the OIG in getting a S$tate to strengthen
control over its Guaranteed Student Loan program.

II-2
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The OIG has'inéestigated several cases in one State in which
individuals have - fraudulently received Guaranteed- Student
Loans by ﬁalsely claiming enrollnent and- attendance at
postsecondary schools. These schemes have be accomplished
through the forgery of' school officials' signatures on the
certification of enrollment portion of ‘the Guaranteed Student
Loan application. To date, OIG investigations have resulted
in the successful prosecutlon of six individuals representlng
an actual loss to the Department of approximately $125,000.°
Our involvement in these -cases has also'preventea attempts by
these subjects to obtain an additional $100}000 in Guaranteed
Student Loan funds. ) A &

~

&

5 -

For years, the®State’ guarantee ‘agency in this State has
allowed Guaranteed Student Loan lenders to have loan checks
made payable solely to th€ borrower and mailed ‘to his or her
home address. As a result, in part, of the OIG investigation "

.efforts, the State guarantee agency has now instructed lenders

to make loan checks' jointly payable to the borrower and‘tHe
school and mail checks directly to the school. We believe
tnat this new dual endorsement system 'will significantly
reduce the incidehce of Guaranteed Student Loan fraud:in this
State.

- -

Cv INVESTIGATION WORKLOAD ANALYSES . RIS ./

“ - — s \4
Following is summary data on the number of cases/ opened,
closed and active for the period October.l, 1981 thr 1gh March

)
‘31, 1982: v ‘ ‘ 7

‘ * &~
v/

~= L



v Py . “ o 3
L] '. )
. ‘ .
o ) - Cases active. September 30, 1981 C274
. Cases opened this period P 119_
Cases closed, this period < . o101
. Cases_active March 31,1982 \ 292 .
N @ . , 1] - .
The cases opened during . thlS perlod have been Hwalyzed to ‘
show: . o , - .
o} program areas which generate cases; . i
o] patterns of alleged criminal miolations; and~’
' . ;|o major sources of allegatlons.
Abuses 1in the Student F1nanc1al A331stance programs contlnue
to ‘account for -a majority of the cases initiated by O0IG.
During the ‘current reportlng period, 76 percent of the 119
cases opened 4Anvolved one or more of these progrbms. This is
- an increase of 11 percent over the prior reportifng period. Of
the remalnlng cases, half or 12 percent of the total,
' R ‘1nvolved employee mlsconduct cases, and. half involved other
?) Education Department programs. The following chart shows the
incidende of ‘possible violations among. the 119 .cases initiate )
during’ this period (most cases involve several possibll -,
i . N \ N ~-
' violations): ‘
- ] » . ~
. - ALI!EGED’CRIMINALVIOLATIONS o .
L4 . . Lt . : Y
» : » - ) . ‘Number of Cases
Description ) . in which Alleged. .
7. False statements A S~ 83 ¢
A , ) =
R Student Yinancial aid fraud 59 )
Embezzlement and‘failure -
to account for public funds 32

o

Fraud using the U.S. Mails,
. telephone, telegraph or ] _ . -
- false names oy addresses . 22 ///




.

-~

L]

n

Conspiracy to defraud the U.S.
g e - !
Bank fraud-credit information )

False claims and demands for .
payment of public funds

Bribery of a public official

and conflict of interest 3 ’
. . .
~ Other Federal or local statutory . y
violations " 18

‘.
' Allegations which lead to the initiation of OIG investigations

are received from various sources., Analysis by source of

cases initiated during the period discloses the following '’

breakdown. .
SOURCES OF ALLEGATIONS FOR CASES OPENED
denal i
Other Federal Aggncies Hotline & Anonymous .
N Allegations j
Intradeparimental .
Refeirals Student Complaints
State Agency 016 Audit
Refemals Referrals
1
‘ Institutiomgpefefemals Other ;
' ' Includes: -
- . «  Citizan Complaints
Coagrassional Relerrals
Wy Newspaper ané Media
Student Lean Luaden
. U.S. Atteraey Ralemals
. and Others
. IT-5
3 5 3 -




‘o 7 D. HIGHLIGHTS OF SIGNIFICANT INVESTIGATIONS

.

. The following section provides examples of some of the most

. significant cases prosecuted or accepted by the U%S.a Attorney
during the périod, an update of investigations high%ighted in

the prior semi-annual repogr, and a- discussion of matters -

referred to Departmental officials for administrative action.

. »

‘ 1. Cases Successfully Prosecuted or Accepted by U.S.

. Attorney . - i e ’ .. . , :
) In a plea agreement accepted by a Federal district
. - ¢ourt, a corporation pleaded guilty to three counts

of false statements and one count of mail fraud,
admitting that it lied to the .government in its.
handling of default claims submitted’ under the
Guaranteed Student Loan program. The company -has
paid a fine of $31,000 in the criminal case.
Significantly, the plea agreemént also stipulated
that the firm repay $3,750,000 for improper default
claims it had filed. The Department of Justice is
also prosecuting two former employees who were .
po charged in a 43-~count indictment with condpiracy to
- + defraud, false statements, mail fraud and aiding and
. abetting. The two held supervisory positions
. " .related to the administration of the Guaranteed
Student Loan program at this corporation's school
and had allegedly been involved. in default claim *
falsification, . :
. . ’,
o The vice’president and secretary of a , securities
firm was sentenced in a Federal distriét court to .
three years' imprisonment and fined $5,000 after he,
pleaded guilty to six counts of wire and mail fraud
in connection with a scheme to defraud a bank. As
. ' part of the scheme, this individual induced a_ bank
to ‘purchase a $500,000 "package" of Guaranteed
Student Loans by promising to transfer the loans to
™ ! the bank's *agent - and to reburchase the 1loan
9 portfolio in 90 days for $514,000. Although the
) bank received a sale document from the securities
firm and verbal assurances from the defendant that-

*
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the loans were in route to the bank's agent, they
were never delivered. The investigatibn
established that the $500,000 "package" of
Guaranteed Studgﬁ& Loans had never existed.

The. operator of a school pleaded guilty to obtaining
approximately $35,000 in Student Financial
Assistance funds by £raud and false statements. The
defendant was sentenced to a year in prison, fined a
total of $16,000 and will be required to perform 100
hours o©of community service upon release. The..
investigation was a cooperative effort with the
Federal Bureau of Investigation.

Q A Federal grand jury returned an 18-count indictment

"aJAinst two men in connection with fraud involvinmg
the Pell Grant program. The‘}WO were the principal
officers and operators” of several schools:'rand were
each indicted on six: counts of mail fraud and 12
counts of false statements.

The indictment alleges that from 1976 through 1979
the defendants engaded in a scheme to improperly
disburse the approximately $800,000 of Federal
education monies received by their schools. A
substantial portion of the Federal funds advanced to
the schools was allegedly used by one of the
defendants for personal expenses. It was also
alleged that they intentionally failed to properly
administer the funds and, misrepresented the true
financial situation of the schools in order to
~ obtain additional Federal-education funds.

The director of a proprietary school was charged
with theft of government property and
misapplication of Guaranteed Student Loans. A
Federal grand Jjury handed down the 2l-count |
indictment in February, which charged theft of
almost $26,000 in student financial aid funds and
misapplication of funds totaling $18,000 through
failure to refund‘Gharénteed Student Loans made by a
State lending agency to non-graduating students.
A}

A bank loan officer was indicted for embezzlement by
a Federal grand jury. The loan officer was charged
with approving approximately $9,000 in fraudulent
Guaranteed Student Loans and diverting the loan

I1-7




proceeds to his personal use. The joint
investigation with the Federal ' Bureau of
Investigation also determined that tke defendant
had previously been convicted of forgery, violation
of parole and grand theft with criminal
impersongtion. A trial date has not yvet been set
for this case. .
A Department of Education employee pleaded quilty to
a one-count information charging Student Financial
Assistance fraud. Investigation by "'OIG established
that the employee had fraudulently obtained student
loans totaling approximately $10,000 between 1968
and 1979 and diverted the proceeds to his personal
use, The 'employee also fabricated academic
" credentials .on his Personal® Qualifications
Statement in order to be selected. for a position
with greater promotion potential. "Sentencing is
pending completion of d pre-sentence investigation
by the United States Probation Office. e

The president and owner of a business college were
sentenced to two vyears' imprisonment and fined
$10,000. The owner, a former clergyman, will also
serve two,  years' probation "after release from
prison. QE had previously pleaded nolo contendere
to a two-count information.

The school had obtained over $157,000 in Pell Grants’
from 1979 until 1981 by falsely claiming that 232
inmates of a penitentiary were enrolled full time in
a computer programming course offered by the school
at the prison. A second college official, who
directed "the school's penitentiary education
program, ,also pleaded nolo contendere to charges
that he maée false statements as part of a scheme to
defraud the Pell Grant program. That official was
sentenced to two years' imprisonment, a $10,000 fine
and three vyears' probation to be. served afiter
release from prison., During~the first two years of
the probation, it was stipulated that the official
will pay. the $10,000 fine and make about $38,000
restitution.

A former co-owner of a coéﬁeéology school was
indicted by a Federal grand jury. The six-count
indictment charged nmail fraud, -embezzlenent, false

X
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statements, and student financial aid fraud. The
ED-OIG 1nvestlgat10n dfsclosed that the former co-
owner, who has a prior conviction for embezzlement,
mlsapproprlated at least $99,000 in Pell Grant and
National Direct Student Loan funds between June 1974
and October 1980. . ™

An individual who had falsely claimed he was a
student at a beauty school pleaded guidty ‘to
embezzlement in connection with a scheme to
fraudulently obtain Pell Grants and Guaranteed
Student_ Loans totaling $4,000. A former school
official, who assisted in the scheme by falsely
certffying that e defendant was a student, was
separately charged in the indictment with
embezzling pproximately $9,000 _in Student
Financial Assistancq funds. ©
?

As the result of a cooperative investigation with
the U.S. Postal Inspection Service, a Federal
district court ‘.sentenced "an individual .to three
years' incarceration and ordered that she serve a
minimum' of six months. The defendant admitted
making false statements,” filing false loan
applications and committing mail fraud in
connection with a scheme to defraud the Guarahnteed
Student Loan program of $12,500. During a three-
month period in 1980, the defendant received five
Guaranteed Student Loans, using fjive different
names and social security numbers, /by submitting

‘applicationg to various local banks. The

defendant has a record of prior cr1m1na1 offenses
spanning nearly 20 years.

A student was charged in a five-count indictment
with bank fraud, mail fraud, and false statements
in connection w1th a scheme to illegally obtain a
Guaranteed Student Loan. The student, who worked
in the school's financial aid office and received
College Work-Study wages, used an alias  and a
fictitious social security number to obtain a
$2,500 Guaranteed Student Loan. A trial date has
not yet been set.

A Guaranteed Student Loan applicant was sentenced

to serve five years in prison and five years'
probation. He was previously indicted on charges

I1-9
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of making ‘false statements on Guaranteed Student

Loan applications; forging: the  school
certification stamp used on the applications; and
committing mail fraud. The defendant has a prior
record of criminal convietions. \ The court
remanded him tg the immediate custody of the
United States Marshals Service, When his personal
possessions were searched after he 'had been
committed by the court, newly forged Guaranteed
Student Loan applications and narcotics were
/ found, '

2. ‘Matters Referred .for Administrative Action

In appropriate cases, it is the policy of the Inspeéctor
General to refer the results of investigations to the pfbper
Departmental officials for necessary administrative or

personnel actions. Although the majority of these referrals

involve employee misconduct, the following example concerns
a programmatic matter at the granEee level. .

—

o The OIG recommended that three local education
agencies refund $2.,1 million in improperly
expended Bilingual Education funds. The

recommendation was based on|the results of several
investigations conducted by the 016G which
established that the funds were used in violation.
of Federal requlations. Those. violations were
not, however, criminal in nature, Instead of
. providing bilingual instruction to ™children of.
' limited English-speaking ability, the local
education agencies were using the grants to teach
- either Spanish, French, or 1Itglian to children
. whose dominant language was English. The findings
of tHese investigations were referred. . to
Departmental officials who are working to  take
. appropriate  +“action to recover the improperly
expended funds and to deny additional grant funds

for simil?r unintended.purposes.

3. Update of Previously Reported Investigations ,

. ( .
Our last sem%-annual report highlighted several

investigations which have since been concluded with the

. . . /
following results:
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o - We previously reported that a Federal grand jury in
" New York.returned a four-count indictment charging
> an individual with bank. fraud pertaining to the
Guaranteed Student Loan program. That indictment
( ~  led’to the first of many convictions flowing from a
Guaranteed Student Loan fraud scheme perpetrated by
.at least fifteen members of one_ family Their
criminal getivity has-thus far been tracedrto three
States and dates back to 1975. )
To date, nine persons have been charged with false
statements, bank fraud and/or mail fraud and one
N defendant has entered gquilty pleas 4in two States.
Sqven other persons _have pleeded guilty in one
State, and one additgﬁpal family member has been

indicted in two States, More indictments. and =
convictions . are expected- as this investigation
continues, , ; ’

o, In February 1982, the 65 *year-old owner of a

computer training school pleaded nolo contendere to
, a felony charge of making false statements about//
College Work-Study funds he obtained in 1979. As
reported in our last semi-annual report, ® the
defendant was charged, in a seven-count Federal
grad jury indictment in August . 1981, .with
fraudulently obtaining nearly $17,000 in work-study
.program funds by falsely.reporting that heagsed the
funds to employ students. Sentencing in is case
is set for mid-April 1982. .

- o As reported in our last semi-annual report, 27
- persons were indicted by a Federal grand jury for
_° fraudulently- obtaining over $92,000 in Guaranteed -
. Student Loans and Pell Grants by falsely claiming to
5 be United States citizens. The indictments were the
e result of a two-month joint investigation by the
~ Inspectors General of the Department of Education
and the Department of Health and Human Services,
United States Postal Inspectors, Immigration and
-Naturalization Investigators and the U#ited States
Marshals Servicéd. o ~
The investigation estaﬁikfhed that these. 27 persons
(18 men and nine women) had gained eligibility for
the loans and grants by falsely claiming to be

. \
- - -
v ‘ ‘
- L
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~United States citizens. ' The defendants had

- attended ten area schools and colleges at various
times.

To date, nineteen have pleaded guilty and have
received suspended sentendes of from six*months to
three years and have been placed on probation with
orders to make restitution of the illegally
obtained loans and grants. Of the remaining eight
cases, sevenr defendants are fugitives and one
ind%ctment was dismissed. .

o
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SECTION III
FRAUD CONTROL ACTIVIFIES

A, INTRODUCTION
' . "
This period showed an increase.in the number of cemplaints and
allegations received on. the OIG Hotlinelconcerning possiblév
fraud, waste ana abuse in various Education programs. Also
durlng'thls perlod the Department's- Ebmmlttee on, Fraud, Waste
and Mlsmangement, working closely w1th the QIG, undertook a
major effort to conduct a pilot review of .internal controls at

the National Institute of Education. The 0IG also contlnged
its efforts to heighten employee awareness of and sensitivity
to the problems of fraud, waste and abuse through preparation
and dissemination of another Inspéctor General Integrity Guide
and conduct of Eraining~sessions.on employee standards of

conduct. i . ~-

-

~B.. COMPLAINT CENTER ' C -

Sing? the Complaint Center (OIG Hotline) was established, we . \
have received a total of 250 complaints including 72 refertred

| by the General Accounting Office. ‘Do date a total of 155
complaints have been closed and 30, or about 20 percent, havet
been substantiated“ The chart below depicts Complalnt Center
act1v1ty since inception,
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_ COMPLAINT CENTER ACTIVITY S
’ . BY REPORTING PERIOD
\ 1001~ am Received A 7
. cvems Closad ‘ ) & ™
wessase SUbszatiated
80
A =

2

3 60

K

§or

' -

e 2~ ~ <
. > , k . e . e o
0 I T { 1 i
) 9/30/80°  3/31/81  930/81  3031/82
— » SEMI-ANNUAL REPORT PERIODS -
T~ * Includes 22 GAO raferrals which ware Fansterred 10 the newly sstablished Depariment of Education

* ™ .Dwring this reporting period, we partially or wholly
U .
J substantiated 12 of the 63 complaints closed. The status of

- complaints received by major category follows, — «
v .
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~ N Status of Complaints Received .
b 4 ]
. N ‘ . - ' -
¥ e N Total Open as . . Open as
@ i * o Received  of Received Closed of . o
'rypes~ of Allegations To Date 9/30/81 This Period This'Period 3/31/82 :
AR .
) » Student Pinancial . - . ° - ; NP L
. 2 Assistance , 75 - 17 36 17 36 ’
. Grants/Contracts 60 22 15 > 10 27
. N ; © ——
Employee Misconduct 38 13 12 12 - 13
£l H] .
" Administrative 35 7 12 13 “7 ,
B ’ Travel/Misc, Expense N R .
. . Punds 23 T T8 5 9 9
_h Othet 19 2 2 5 3
- . ' P - - . . n
TOTALS 250 66 82 - §3 85
° = ) L i -
&’ ‘ ' - F . -
- ' \
X Y - . ;
. " As noted, the largest category of allegatlongk received p
“involved Student F1nan01af ﬁ*ss:tsta,nce. ThlS i~s compatible
/ *with our 1nvestlgat1ve exﬁperlence (see page II-4) , which shows )
» that most cases opened also involved-: Student Financial
‘Assistance. ’ . - / . ' -
& At - B .
. 2 R 4 .
gﬂg.% L N « . . - . . - . < ]
While the number of complaints /SubStantiated is relatively
. +small (about 20, percent), results§ to date have been
encouraging and have resulted in ., administrative or
discipljinary _action, and actual ‘or potentieil recoveries of
.» misspent Education funds. - L . )
r, o - T U o
< . . 3
v - . III-3 . :
[ 3 ’ s ’ " ) D/ .
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In fact, sinte its inception, savings and potential redoveries ~=
. e * -

resulting f;om‘tﬁe 0IG Hotline have amounted to abproximately

3

_ *%215;000.' Two éxamples of ‘the more significant complaints

sdbstaPtiatea durifhg ERTS periad £orTow.

© .An anonymous bomplainqnt alleged that a public
school:district was misusing Title I funds provided
under the Elementary and Secondary Education Act.
"The allegations claimed ‘that program funds were used
to pay heating costs for schools throughout the
district, regardless of Title I participation. It
‘ was also alleged that Title I ‘funds w€re used for
.- ¢ unauthorized purchases <of equipment and supplies
not related to Title I concerns. The information

= eived ™y’ the Hotline was referred to the Title I

-

ector of the State involved., A subsequent audit

‘by State program personnel substantiated most of the
allegations, Misuse of over $10,000 in Title I
funds was cited and the school district was regquired
to refund the full amount. There was no evidence of
criminal wviolation, but local autWorities were
advised of program areas requiring improvements in

“/~\<\‘f order to avoid-future audit exceptiens. e

o) NumerQus complaints received on the OIG Hotline
" alleged that a postsecondary institution was
misusing ED grant funds provided for . bilingual
education projects, Allegations involved the use of
these grant funds for unrelated  projects;

overawards to, participating students  and
unauthorized travel -and purchases. ~~ An audit .

. conducted by the OIG'partially substantiated the
. " allegations, confirming the use of  $3,000 on.

" projects not related to bilingual education and

s overawards of $7,500 to participating students. ED
. is currently seeking repayment of the¥e funds. '

‘ PRty
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C.. SPECIAL PROJECTS

Ei

+'1. Review of 1Internal % Controls at the WNational

A Y I »M_____.-—\»
° .Institute of Education
MMOW— ‘

g .

A pilot projeck to review and evaluate the adequacy’ of
intarngl cqntrJ;s_ain place at -‘the National Institute of .
Educéf@on was initieted by the Department!s Committee on
Ffaud, Waste and gismanagement.j Staff from OIé, the National
Institute of Education and three other ED offices participated-
in the project. The purpoée of the project was to develop
‘1nterpal control abjectlves for all the Institute's programs
and a t1v1t1es- view and assess internal controls in placeg
and establist/ procedures fdt_fevalqatiné internal’ controls
~throughout: ED. ‘

. ¢

Most of thlS project has been completed. In all, 64 internal
‘control objectives were developed to assist management in
achieving effective 1ntennal controls ‘over the operations of
the Institute. The projecé Eeam has also completed its review
of internal controls cu}rently in place. A draft‘report of
the,'findipgs and recommendations has been prepared fand

') provﬁdedqu‘quiEeTentffo; review and commeptl . &

* The procedures developed for conducting ‘internal contro
evaluations have been provided to ED for consideration and \__\J

s “p0351ble use in gzeparlng its plan to meet the requ1rements

set forth in Office of;!ggagement and Budget C1rcular A-123 on

. Internal.Coptrol Systems.' . ..
3 . E , ) + . »
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2. Employee arenes {ﬂ
ploy Aw ,uﬁfi

.attendance abuses at the earllest stages.

The OIG is continuing its efforts to heighten ED employees!

awareness of  their responsibility to prevent waste and

mismanagement The second in a series of Inspector General
Integrlty Guides has been completed and will be distributed in
April 1982.
attendance requirements and briefly cites case histories of
time and attendance abuses and disciplinary actions taken.

The Guide also highlights certain employee responsibilities

The Guide summarlzes the Department's time and

and areas where there have been problems in the past, It
further rem1nds superv1sors of their - first-line
respons1b111ty for recognlzlné and correct1ng time and

\

In a related effort to increase employee awareness, the OIG

provided tra1n1ng on "standards of conduct to three groups

w1th1n headquarters and one in a reglonal office which

1ncluded viewing of the film, The Consent of the Governed,

an Enduring Public Trust.

responsibilities relat1ve to standards of conduct We are

currently considering mandatory attendancevof thls training

AN
by all ED employees. ?
\ . /
= i ‘ g
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- )
q
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" . SECTION IV,

OTHER MATTERS _ =

2

A.” STAFFING AND BUDGETARY CONSTRAINTS ad

Since its.ingeption, OIG has been working under’ a full-time
equivalent personnel ceiling of 304 poéi%ions. Of the 304
authorized positions, 267 were filled as of March 31, 1982
tsee chart below). This rgpresents a further drop in on-
board staff from the last reporting period due to buldget—

-

constraints. . -
S STAFFING TRENDS .. Lo
(304) (304) ~(304) (304) (304)
) 300 o
250
. (233) X
« _ W0[ _ _ ) . .
:kg\\\ (163) - ' .

® “,‘\n‘”nnluu.,m.“""“"“ -

w (140 o Wt LT TITION ,

E 1 ! ’“?"‘mmmm..,“":“‘ ! Slss) (150) 1

i (132) ' :

=

100~
(69)
p"_.-.-'-'.'-'-onln
. ‘l”..-.-.-.-‘" (66) (59)
L 50 (51) (49) ‘
", M -0 | { | | ]
5/4/80  9/30/80  3/31/81 ~ 9/30/81 3/31/82
’ e Authonized Staft e Agdibon .
cnmme Tot2! On-Board Staff - Inveshgaton . .- .
’ This chart t;ﬂccb the overall statfing sitwation sinco the formatien of the
Department on M3y 4, xs‘:o. P i
F - - -
™. V-1 .
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Budget constraints during this six-month period have been

oy

*

severe. The President's fiscal year 1982 bodget presented in
March requested a total of $12,989,000 and 331 full-time
/equivalent positions for the OIG. Since that time, revisions
to the President's budget along with actions.-taken by the
Congress in pa331ng a coqtlnu1ng resolutlon for fiscal year
1982 have served to reduqe our ‘overall funding and staffing
levels by about 16 percent. Accordingly,\_we have been
operating with a funding level of out $11,000,000 and an
authorized ceiling of 304 full-tlme‘;iuivalent positions.\T
~
As a result oa‘the budgetary constraints, we have had to:

impose a hiring freeze; suspend promotions -and reduce

training; curtail essential travel and . reduce the number ofu,,

congressionally mandated audits we had pPlgnned to
accomplish; and suspend reimbur able agreeménts,4With other
Federal - aud1t groups to have grantee and con ract audits

performed for us.
- 4

The conditions noted above have occurred in the last six
months and are therefore not fully reflected in our reported
output/productivity measures for the period. It is evident,
‘however, that thesg, conditions may well resu}i in a
discernable decline’ in our accomplishments for ' the next
‘semi-aﬁndai reporting period, ’

B. REVIEW OF LEGISLATION AND REGULATIONS

The Inspector General Act of - 1978 (Public Law 95-452),
Section 4(3»12), requires Inspectors General to review
ekfstlng and proposed legislation and regulatlons relating :
to programs and operatlons of the1r Departments Reviews

¢
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are made to determine the impact of such le!!slation and
regulations on the economy .ang efficiency.of  programs..and _

operations’ financed by the Department and on the preyention
and detection of fraud and abuse in" these programs and
operations. buring this period, we rev1ewed 31 p1eces of
legislative proposals and 67 proposed regulatlons

N ~We. have also taken several steps diring this perlod to
- improve the function of leglslatlon and regulations, review.
To this end, Departméntal procedures are being developed

- which prowide for our ‘review of ‘proposed legislation and
' regulations as soon as posgsible and for submission of our
own comments separate from }hose submitted by the rest -of

thér Department when we deem it necessarfy. We have also

- worked to improve the internal OIG operqf;ng procedures 1in
order to increase the quality. and tfheliness of our

comments. -

Ll . .
In addition to commenting on. proposed legislation and -
regulations, we have placed greater‘ ‘emphasis on rev1ew1ng
ex1st1ng legislation and regulatlons during the course of

‘our audit work. Some of the highlights of this effort are _.

discussed below along with significant comments on‘proposed
legislation and regulations.’

-

1. Recommended Changes in Migrant Education ¢ Program

-

Regulations “ ' ¢

As a result of recent audit activity involving the
admiﬂist}ation of the Migrant ;Education' program (funded
under Title I of the Elementary aad Secondary Education
. Act), we identified a need to consfaéh the revision of the
* regulations which define ellglble migrant chrldren. - We D

N k]
o -~

, . IV-3 .
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believe that the number. of children identified as currently

- migrant is materially ouerstated—because—regulations permit

the counting of children who should not be considered as

~. ~

~ .migrants. . ~ _

o~
-

The. requlations define a currently mlgratory child as one

d( " ... who has moved within the past twelve months from one
school district to another .... " This definition classifies
as migrants those children who move during the summer months -
i.e., between school Years -~ and therefore encounter no
disruption of their education as a result-of the move, 1In our
opinion, " such childrengare not migrants as env151oned by the
Act and their inclusion in the mlgrant statistics dilutes the -
funds available to help those children who actually move

between school districts during the school year, . >

’

We recommended that the regulatlohE\Béjamended to classify as s
migrant only those children who have moved between s¢hool

. districts during the' last’ academic year (as opposed to theﬁs

' last 'twelve months)., The program office generally agreed with
our opinion “of the 1ntent of the leglslatlon and informed us
that our recommendatlon would be considered in the current
draftlng of regulations to 1mplement the Migrant program's new -
authoérization (under Chapter I of the Education Consolidation
and Reconcilation Act of 19§l).

- ~.Z

-2, Pell Grant Program Administrative Cost Allowance, 1980~ -
s 71981 e s - T ’ '

-~

x

i

The ﬁducation Amendments of 1980 (enactedectober 3, 1980)
authorized the Secretary to reserve some Pell Grant program
_funds to pay’ participating_ 1nst1tut10ns an admlnlstratlve

_.allowanc¢e of $10 petmgzant_ree&pfeﬁt——-fn~Decembet“IQFO 'Eﬁe-'W””";

-
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Department reserved about $26 million for this (purpose and
authorized institutions to.draw these funds. H er, the

Supplemental __Appropriations and Rescission  Act
enacted on June 5, ¥981, provided that no 1980-81 Pell Grant

program funds could be paid for "administrative expenses.

The Department is aware of the situation and ,is considering

" the specific action which should be ‘taken. One possibility

considered was to allow institutions to keep the funds drawn
for administrative expenses prior to June 5, 1981 and
require repayment of funds drawn subsequently.

We reviewed the information relating to the pending decision_

and concluded tﬁatvgplshould recover all administrative cgst
allowances which had been ‘drawn by the schools. In
December, we recommenééd that the Department recover as soon
as possible. the $22.8;million which had been drawn by
institutions through December 15, 1981. No final decision

"has been made on this matter. e

-y

3. S. 1882 Debarment and Susperision

x o

3
-~

The. purpose of this bill is "to prohibit Federal agencies
from soliciting offers from, awarding contracés to,
extending contracts with, or qpproying subcontracts for any
pérson who has been barred or suspended by another agency.”
Although we generally supported S. 1885} we pointed out that
the bill did not. provide for “the specific debarment "and
suépensién procedﬁrés that Cohgress expects all agencies to

follow.

cC. PRESIDENT'S COUNCIL ONQLNTEGRITY AND EFFICIENCY

We are participating in a number of interagency projects and

N . ?

14
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and ‘éfficiency which involve Government-wide ef rts. A

Avmramars.

ees which we ar¢ engaged in

follows.
<+

Performanhce Evaluation Committee
™~
Standards of ' Conducse Committee

Computer Audit Committee

Training Committee \
Property Held by Conttractors and-Grantees
Small. Business Administration 8(a) Eligibility’

Verlflcatlon Pro;ect
d

»

"o Long Term Computer Match Project

D. SUBPOENAS ISSUED

The Inspector General is authorized to issue administrative
subpoedas to require the production of information necessary
for the 'performance of mandated responsibilities. During this
reportlng period, two administrative subpoenas, were issued,
There were also two subpoenas issugd during +the prior
reporting period. ‘

®

E. GENERAL ACCOUNTING OFFICE REPORTS

The 0IG is the main receipt and control point for teports
issued by the Geheral Accounting Office, ensuring that they
receive proper and expeditious handling, After the reports
are processed, 'promised remedial actions are tracked by the
OIG to assure completion. Beginning on April 1, however, this
follow-up function is being transferred to the Office of
Management. . a

i
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General Accounting Office in order to keep informed of its
activities within ED and thereby minimize potential for

overlap in coveragé.

During this reporting period, we received eight General
Accounting Office, rbports requiring comment or corrective
action by the Department. Of these, three were draft
‘reportgrand five yére published reports.‘ The Department
responded to.two of the three draft reports on.gime.  The
response to the third draft report is not yet due, Of the
five published reports, three of the four —responses
coﬁpleted were on time. 'The Department's response to the
fifth report is overdue.-

F. REFUSAL OF INFORMATION

' » . -
Section 5(a)(5) of the Act requirek the Inspector General to
include in this report a summary of any report made to the
Secretary whenever information or assistance is unreasonabl

refused or not provided. )
] ‘ - o
‘During this period, the OIG has received support from top

»
Departmental management and has not been unreasonably

- 3 - - 3
refused or denied informatign or assistance.

@




SECTION V

° APPERDIX

REPORTING REQUIREMENTS

x

! J o
The specific reporting regquirements as prescribed in the

Inspector General Act of 1978 are listed below.

SOURCE

INSPECTOR GENERAL ACT

Section 4(a) (2) -- Review of
Legislation and Regulations

Section 5(a) (1) -- Significant
Problems, Abuses, and
Deficiencies

Section 5(a) (2) - Recommefida-

tions with Respect to )
Significant Problems, Abuses
and Deficiencies 4

Section 5(a) (3) -- Prior
Significant Recommendations
Yot wet Implemgnted =

Section 5(a) (4) -- Matters
Referred to Prosecutive
Authorities,

Section 5(a) (5). and 6(b) (2) -~
Summary of Instances Where
Information was Refused

Section 5(a) (6) -- Listing of
Audit Reports

/

LOCATION IN REPORT

FL™

Page IV-2
Page 'I-8
Page II-6
Page I-~8
Page I-39 ;
Page II-2
Page IV-7 -
Page V-2
‘
/./‘ - h »
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Section 5(a) (6) of the Inspector General Act requires a listing of
each audit report completed by OIG during the reporting period. A
total of 207 audit reports were com
with .audit findings and 100 withoukt findings.
listed below: ‘

Federal Audits of Equcation Department Programs
Octoberl,1981throughMarch31,1982‘ U

pleted by Federal auditors, 107
These reports ar

A. Audit Reports With Findfﬁgs
Date
Number Auditee and State Issued
01-20101 Rhode Is1%hd Higher Education Assistance ~
Authority, RI 10/81
01-20102 Connecticut State Department of
. Education, CT 10/81
01-21003 Lyndon State College, VT 10/81
-01-21202 Nine Educational Institutions, Region I
- Review, MA . . 03/82
02-11354 Boricua College, NY 08/81
02-21000  National Technical Institute for the Deaf, NY 11/81
02-21213 U.S. Savings Bank, Newark, NJ 01/82
02-21355 Beth Rochel Seminary, NY i « 10/81
02-21356 Mercy College, NY ; " 01/82
02-21357 Apex Technical School, NY 03/82
02-21450 Helen Keller. National Center, NY 02/82
02-23002 Office of Student Financial Aid -- Program
Review, NY 11/81
02-23395 Communicat¥on Technology Corporation, NJ “03/82
02-2339¢ Communication Technology Corporation, NJ 03/82
02-23397 °NOW Legal.Defense and Education Fund, NY 03/82
02-23398 Center for Resource Management, NY 03/82
02-23405 Communication Technology Corporation, NJ 03/82
02-24000 New Jersey Vocational Rehabilitation Financial
Administration, NJ i 12/81
02-24001 Department of Labor and Industry, NJ. 03/82 -
02-24003 Nassau Community College, NY 12/81
03-10001  McKeesport'Area School District, PA 10/81
03-10002 * Pennsylvania Department of Education, PA 10/81
03-21203 -Smfthdeal~Massez Business¥ollege, VA 03/82.
03-21204 Wheeler'Sc , PAC ‘ 01/82
03-21300 pedaware Zounty Community College, PA - A11/81
03-23002° Program and Lender Review -- O fice of Student
* Fipancial Aid, PA 03/82
03-24000 Department_of Human Resources, D.C. 11/81
04-20001 Georgia Department of Edacation, GA - 02/82
04-20100 Florida Department of Education, FL ) 12/81
04-21200 Knoxville¢ College, TN . 12/81
04-21201 Florida A & M University, FL " e X 1/BY
. v=2
.. , C - \“\N
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04-21205
04-21302
04-23000

05-14202

05-20008
05-20116

05-20120
05-20551
05-20553
05-21000
05-21551
05-23586
05-23587
05-23589
05-23590

.05-23592
05-23595
06-20003
06-2010T
06-20102

" 06-20103

06-20105

06-20107
06-201. 8
06-201( s

07-20000
07-20100
07-21200
07-23774
.09-20002.
09-2000
.09-20006
09-20007
09-20102,
09*21204

09-21205

©10~20000
10-20001
~10-20002

05-20001

05-23591 -

~06-20104
06-20106_

06-20115--.

Albany State College, GA.__
Edward Waters Gollege, FL

Regional Office Effectlveness Regarding_ feviews
of Student Financial Aid Lenders, GA
Indiana State Board- of Vocational and Technical

BEducation, - IN.

I111n01s State Board of Educat1on, IL

Rellew “of Selected Administrative Matters
ertaining to Timely Grant Close-outs, D.C.
"~ Wistonsin Board of Vocational and Technical

Educdtion, WI

Blue River Spec1al Education Cooperative, IN
Ohio Rehabilitation Services Commissiqn, OH
Department of Economic Security, MN

De Paul University,
.East West University, IL
‘Indiana Department

Indiana Department
Indiana Department
Indiana Department
Indiana Department
Indiaha Department
Indiana Department

L™

of Public

of Public
of Public
of"public
of Public
of Public
of Rublic

Instruction,
Instruction,
Instruction,
Instruction,
Instruction,
Instruction,
Instruction,

Migrant.Student Record Transfer System, AR
" Texas Education Agency, TX- .
Texas Education Agency, TX
Austin Independent School Dlstrlcéb TX
Edgewood Independent School District, TX
San Antonio School District, TX

Dallas School District, TX
Pharr-San Juap -~ Alamo School Districts, TX
Harlingen School District, TX
Blllngual Education,_ TX
Bilingual Education, TX
Falls City, Public School District, NE

St.
State of Kansas,-

California
California

Department
Depantment
Departmerit
Department

KS

Louis School.Districe, M@ .
KS

- Kemp and Young,, Inc.,
.. Galifornia
- California

of Educatlon ca
of Educatlon, Ca
of E®ucation, €A °
of Educatlon, ca

Employment Development Department, CA
Student F1nan01al Aid Cash.Management =--

Reglon IX,CA

>IX, CA ~

.

.Office of Student Financial Ald -- Region

Superlntendent of Public Instructlon, WA
“Superintendent of Public Instruction, WA

sBering Strait School District, AK

IN
IN
IN
IN
IN
IN
IN

[y

/]

1

»

.10/81

02/82
02/82

03/82

. ‘
09/8L —. = - -

12/81 .
11/81
03/82 -
10/81
03/82
01/82
03/82
01/82
,10/81

-'01/82

01/82

01/82

11/81

01/82

01/82

03/82, -
02/82° . - -
03/82 -

03/82
0§82
03/82

03/82
03/82

T . 03/82

. 03/82
, 02/82

01/82-

03/82

02/82

11/81 ° o,
01/82 .
02/82

03/83

“10/81 =
.02/82 .

Q’A s

~12/81 i M

02/82
02/82
01/82

10-20004

North Kltsap School District

-

£

v-3 =&

ngA

32 L]
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12/81
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10-20005 .

10-20651

10-21201-

. »10-21202 -

3

~ ‘ e

10-21203

10-21204
10-21205%
10~21207
10-21208
10-21209
10-23956
11-23002

11-23011

"7 11+23016

11-23020

11-23028

. 11-23035
12-2145p,

4

LY
12-23000°

+ 12-23320

12-23399
-23541

i 723831
2

©.,12-238

>

<12-24109 .

12-241190
12424119

12-24124.

12-24134

. 12-24151
+ 12~24250

!

Q- .
Division 6f Special .Services, WA 03/82 ~
@laska Departjpent of Education, A ) 02/82
East Oreggn State Gollege,%OR - - 12/871
Lane Community ‘College, OR - - S *11/81
Bastern Washington Universtty, wWa ‘B/81 -
Everett Community College,' wA 10/81:
Chemeketa CommuniQy Coll¥ge, OR’ ' 1k/81 . -
Lentral Washington University, WA g 10/81 P
Washington State University, WA ;1/4? '
Boise Stafe Univérsity, ID TV
Quilcene Public School, WA . .. ©. 03/82 |
Consulting Services, U.S.. Depdrtment ,of - ‘
Education, D.C. . . T.12/81
Horace Mann.learning Center, U.S. Deparé%ent L .
of Education, D.C. ‘. . 02/82 .
National Institute for Community
Developmens, D.C. - . 11/81
-/Review of Certifying Officers' jFurfction,
~ U.S. Department of Education, D.C. . 12/81 °
Recommendstions for Refund -of Bilingual "
Education Funds, Selected Louisiana : :
_.Parishes, LA - o 10/81 .\:>
Union for Experimesting Colleges and . A
™ Ufiversities, OB ° ’ .02/82 !
: Cogli2§§§<g? Indian/Controlled School .- ) g
"~ wpoards, )CO - Yo - 01/82 °
Unlversity of -Southern Célifornia,_C%' g% 12/81
Network, Inc., MA ° T oot T 11/81
Center for Resourcg Management,. NY 02/82 .
Conserva 30C. NC - ° e 10/814 o
Exemplar§-Odnter for Reading ‘Instruction, UT 02/82" N
Lorefto Hejghts: College, CO- e ' 02/82 .
Miranda afd- Associates, Inc:,“MD . 11/81
Urban Resources Consultants, D.CZ‘“‘_ 11/81e
RMC Research Corporation, VA ] / .. 01/82
Government’'Studies’ and Systems, Inc., pa - 01782 .
Applied Management.Sciénces, Inc., MDD . 03/82 .«
National Conference of Stéte_Legfslatures, KY 11/81
Powell Associates, Inc., TX - )

~~ .

- 3 . - -

? » N

v
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‘

"10/81
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. B. Audit Reports Wlthout Fund;;gs

01724000 ABT /Associates, MA . 03/82
.7 02-21200- Nassau County Community College, NY -~ . 11/81 -
-02-21215 ' Stevens Institute of Technology, NJ-, - . 10/81 -

60320103 Virginia Commonwealth Univérsity, VA 01/82
05-20113  Indiana Departmépt of Public Instruction, in® 12/81

N "05-21215 University of Detroit, MI (- 11/81
. 05-21216 Nor thwestern. University, IL " 12/81 -

* 05-21217 Little Company of Mary Hospital, IL . 12/81 ‘
05-21550 Push for Excellence, Inc., IL .. 11/81 o
05-24253 McKendree College, IL 02/82 '
06-11458 Rice University, TX . v , 09/81

' 06-11459 Arkansas State University, AR . 09/81
-~ -06-11460 ' University of Oklahoma, OK ( ' 09/81-
06 1461 Texas State Technical Institute of Nursing, TX 09/81
06211462 Baylor University School of Nursing, TX 09/81
06-23667 ° Educational Innovators, TX . 03/82 e
06-24000 . University of Oklahoma Health 9Science s *
+ Center, OK 03/82
07-23777. American College Testing Program, Inc 1a ¢ 03/82 *.j /’
07-24000 Midwest Research Institute, MO 03/82 L.
09-24000 Rand Corgoratlon, ca . . o7 02/82
- 10-2395¢7 Northwest Regional Educational Laboratory, ‘OR° 03/82 e o
" 10-%3958 - Northwest Regional Educational Laboratory, OR 03/82 .
", 11-23021 .Property Held by Contractors and Grantees, - P BENCEA
" AR and-WI -. - ®_ ¥ : 3 01/82. s ‘
11-23025 erican Coalition of CltlZGﬂS*%ltp A
ST isabilities, D.C. ~ o i 10/81
- '11-23026 erican Occuypatiome "1 Thém{;y Associatlgn, MD 7.10/81
" 11723027 JReview of Selected U.S. Department of . .
SN "/ Education Contracts, D.C. - 12/81
Toov 12-23324 Network, Inc.., MA . : ., 10/81
12-233R5 -Contract Researth Corporatlon, MA 12/81
. 12-23326 Contract Research Corporation; MA . 11/81
- - » 12-23402 . New York.Interface DEVelopment Project, ' '
. Inc., NY . 02/82 ° R
12-23404 . Clark, Phipps, Clark and Harris, NY T 11/81
12-23440 -+ National Conference OEbQEEEES on Building I -
i Code Standards, VA »' 03/82 . "
12-23446 Pennsylvania Department of Education, PA *10/81 - . *f
12-23447 - .Council for Exceptional Chlldren, VA ‘¢ 10/81 - \\\
2-23448 Research and Evaluation Assoc1at10n, D.C. 0/8Y I~
~+ 12-23449 Joseph Froomkin, Inc., D.C. . 3/82 ’
12-23450 National A§soc1at10n\pf Stuaﬁnt F1nanc1al .
' o~ Aid Admlnlstrators, :D.C. . ‘11/84
- 12-2345]1 . Litigation Support'Services, D.C. » £ 11/81
) '12-23452 Greater Washington Education Telecommunications {
- * Association, Incs, D.C. . 11/81
. 12-23453 Institute f®r qgfgf;ation Studies, VA " 11/81
12-23454 Maryland State epartment of Education, MD 11/81 .
. 12723458 v ‘Reading is Fundamental, Inc., D.C ‘ , li/81 — -

;|
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12-23533  Conserva, Inc., NC ) 12/81
: 12-23540 Conserva, Inc., NC ' . 10/81™
. 12-23674 Arkansas State)DepartmEnt of Educatlon, AR . '10/81
12-23772 University of Kansas, KS - . 10/81
12-23773 University of Kansas, KS§8 - ’ 10/81
12-23775  Native American Research- Institute, KS 12/81
12223776 - University of Nebraska at Omgha, NB \ 12/81
.12-23846 | Wyoming Department’ of ‘Education, WY. ‘9 ' ‘01/82
12-23848 / United Tribes Educational Technical Center, ND 02/82
12-23849./ Dakota Plains Institute of . -Learning, : .02/82 .
12-23886 | Far West Laboratory, ca § 10/81
% 12-23965 Washington State Superintendent of PuMic
. ' ' ©  Instruction, WA . , 4 .10/81
- +12-24000/ Un1vers1ty of Hartford, CT R - *11/81
12-24001/ University of Vermont, VT 02/82
12-24002/. Pollcy and Management As5001ates, Inc., MA 02/82 |
+ 12-24050 . Syracuse University, Ny < - '149/81
. 12-24)0 Amer‘can.Un;Verslty, D.C. 10/81
2 0 12-2410 Lssoc1at19n for Educatlonal Communlcatlons
. o ** and Technology, D.C. R . 11/81
12-2419 Biospherics, Inc., MD - . 10/81
12-2410 Delta Research Corporation, VA 10/81
5 12-24104 _Touche Ross’ and Company;-0.C. .. - 230781 -
T 12-24105 Genpral Physics Corporation, MD ~10/81
~ © 12-24106 % Association for Educational Communication '
o ‘ and Technology, D.C. * 11/81
‘ 127241Q7 Internatignal Business Serv1ces, Inc., D.C. 11/81
12-24108 Applied Management Sciences, Inc., MD .t . 11/81
- 12-24111 Applieqd Urbanetics, Inc., D. C.._ ’ . 11/81
. . 12—241&2 National.Institute for Advanced Studles, DoC 12/81
7 12-24113 ' Urban Resources Cagsultants, D.C. . 12/81
“ .12-24114  National Associati of ,Coynties, D.C. . - 12/81
12— 241E RMC Research Corpofatzon, \V/ Y 12/81
12 24116 Conference of Mayors Researkh and T
+ . Education Foundatlon, D.CH L S 01/82
. 12- 241&7 RMC. Research Corporation, VA P 01482
L 12- 241118 RMC Reséarch Corporation;<Wa: 01/824%
12-24120 . RMC Research Corporation g ¥ 01/82
12-24121 RMC* Research: Corporation, . : 01/82
- 12524122 Applied. Urbanetig¢s, Inc., DV 01/82"
. 192 24323; Applied Urbanetics, Inc., D. 01/82 -
12-24125. WNational Center for .a Barrier Free
| Environment,. D.C. . . 02/82 - |
12 24@26 WESTAT, Inc., MD - : '02/82 ’
o) 12-24127 InterAmerlcan Resea?ch Ass001atlon, VA 02/82 L
12-23128 Touche Ross¥and Company, D.C., ° ,-02/82
} ) 12-24129 RMC Research Corporation, VA - - 02/82.
. g 12-24%30 RMC Research Corporation, VA 02/82
. ~ 12-24131 Lawrence Johnson and Associates, Inc., D.C, 03/82 .
12-24132 American .Institute ®or Research, D.C. " 03/82 °
. 12-24133  American Institute for Research, D.O. <. 03/82
+ o« 12-24150 NTS Research Corporation, NC . ,10/81
/ . g , : ’ v= ' N ) . »
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12-24152

12-24200 .

12-24201
12-24202
12-24203
12-24350
12-24351

©12-24352
12-24400
12-24401
12- 24402

1

University @f North Carolina a
Hill, §NC . -
Ohio State Univer

University of NortHern Colorado, CO

University of Ceiorado Health Sc1ences
Center, CO -

Utah State University, UT

Ultrasystems, Inc., CA

System Development Corporatlon, CA

University of Southern California, CA

' 01/82
10/81".
lIo/81

,” OH

' 11/81.
Okio State Universit Re§earch Foundatlon, OH

02/82
© %2/81

~12/81
‘ 01/82
10/81
11/81
03/82

-
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. SCHEDULE OF _
» ' ACCOUNTS RECEIVABLE . i ’

L}

.
L] . .
-

The Senate Committee on 4Apprqpriations' report ‘oh the

Suppler@htal Appropriati?ns and Rescission Bill, 1980
directed "the Inspectors General to include in their semi-
annu%l reports a summary Oof t?e total amounts. due their
agency or department, as$ Wwell as amounts overdue, and
amounts written off as uncoIlect;ble durlng the reportlng
period. The' follow1ng schedule was ‘provided by the Office
of Fimancial Management Service' for: inelusion in our semi-

annual report. The accounts recelvable statistics have not
beer™ audited by~ the O0IG and we are therefore unable to
attest to. the accuraty of. the data provlded _ v
]
, L N "Y. * : . . ’ - \

[

*
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DEPARTMENT | OF EDUCATION

L8
' SCHEDULE OF RECEIVABLES
' As OF MARCH 31, 1982

‘1

Page 2 0Of 3  sypue

Accounts - Loans Other
‘SECTION 1: Reconciliation Receivable Receivable Receivables
3. Beginning receivables . . ~ .-12/. . . ]149,237,008,63  15,381,098,82Q.26 §,1,984,553.00 |
2. Activity _ . . ) '
. {
b oyerrrivebles durtng the 1M 206, 337,497.88 | 261,421,995.15 ] 2,232, 998.00, ¢
b. Repayments on recefvables IR k189,517, 213,27, ...;93;%‘2%?%2:5{‘]“0}5234‘5.5):.0.0)..‘
c. R!C‘ISS‘f‘i!d IMOuntS o o '3'. * o l‘oélléQélZéz.’.s] e Iy l\‘%}g’ao‘g 9$Q§ oél?gplzaﬁd’ppo-o
d" munts w‘tten °ff .® e & 0 e 000003}.8:-2.201-.00.0..0 -00032’00000’09§1:;1:9 ...-::’l-o.:-:-::-oooni
, > . '
.11, 19,542,826,822.
3. Ending recefvables 628,348,815.11. 826,822.23 } 7,554,936.00
SECTION I1: Outstanding Receivab!e; -
1. c:f';gg g:g:;;::lg‘ , - (’ 308,045,994.74 | 4,575,704,456.20). 928,075.00
b. Delinguent e ' r *
’1' ‘.30 Day‘ L] L] . .. l. .. . .?. Ts_uV.ﬁo‘='550D’83l‘: 8.1.;. [ 4 72’.067'874.78 20,658:00DDD
2 3108 DaYS eh v e v w e w .. | 22200, 520 | AE 288, 43018 | A5 308,007
30 91”3:*9!)’5 ® o s+ o * o o s o -2903990$89.’9]-;-’ ....lellhg.sz’ié'.ql .---Z$l999509o--
4. 181-360 Days v v wo o o ] .380020,748. 00,0 1. 8007800263439 130200, 229.00, .,
5. Over 360 Days "+ v o o o o |.00,978.523.05...1...298,784.3344901.1,042,249.00, ..
2. MonsCurrent Recefvables ... .4/ . . . 1149 5{3?:?9?.-;7?... 43409,101,905.97 1 3,939,457,00,
: : >
3. Total Recefva;'les 628,348-815.11 bL542,826,822:23 7,554,936.00
SECTION I11: Adlowances and Write-offs :
1. Total allowances for uncollectible 3,653,979.13 ® 946,209;532.61 -------- —~———
.ccbuntS. beg‘nning Of p!Tde ¢ & o o oo.oooo‘oo.oooooo‘oo‘oo.-o'co.Qooo.olo.? es s e oo
2. Igta11!ctua1 writeseffs during the (313,221.00) "(7,790,084.40)] cmmmmmmeemme
) sc‘ ye‘.r [) Y . . -0 o O o . [ Y s0O0t et o000 ROINPRPRES "0 00 000 OO O 0o "o P00 0 L NN N ]
3. Adjustment to allowance lccougthfpr LY : .
::;tpe:;od (provision for loss . §295,641,315.60 28,656.65 | ~-mm=mmmwm—-
L] .(. * * * L] * * . . * * L ] ® F s oo er S e s ¥ L] 22 e e OO0 P00 et ¢ ¢ se s 0 .:‘0“,
] ,ot‘$:.11°uance, end of pefiod  .|298,982,073.73 938,448,404.92 | =------mmmms
- L] ¥ ©
SECTION 1V: Administrative &cltfom' / )
. pn .
1. Delinquent accounts referred to GAD c. ] L -
.- “umbcr . -.o * o ‘o * & & e o 0 @ .o-—o-:o—;.o-.:-:-ooo--oz --o--o?-..--o-on ®o0os 0 s 0"'?"-'—'-:-'.'-'-' :::
. b' mount * : L] 0’0 ® o o ste o o, 0-0’;:7‘:77?0:00‘0-.\( :ol--o--—.-—o—o- LR N 0-000---—--:—0 oooo
. De'l_iﬂnquent{(c_'counts referred to i '
Justice . . . N
owember L s L :26,619 ° T
b. Amount ., .. ... ‘\ RIETC PR L o .. £9,061,837.79 Ammmmiaae.
! l . «» V=9 ” - .
Vool
¢ -* Q\: v
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FOOTHOTES

¢ ‘ g
i C

' 1/ Portion of the balance reported in September 30, 1981 is
now being §Fported separately for’ March 31, 1982 on appro-
priation 91-0102 (3SAFAN. o .
$2,774,436. 0& represents outstanding Inst1tut1onal accounbs
and is classified as a potential receivable due to the fact
the LEEP is no longer funded and we are currently concentra-
ting our efforts on reconc1l1ng all outstanding accounts..

crem - - B i e - .

The totals on this page do not seflect any accrued interest
on accounts. R :

2/ Includes $261,221.00 to_settle audit deficiencies.

N -

3/ Promissory Notes reclyssi d from Accounts Rece1vable to
other Receivables ; $635¢5,289.00.
———— —-1n'n'---ﬁudrts under appeal reported as footnote on SF-220 dated
Augustv30, 981 $66,561,062.68 . o
‘ »§5c1a551f1ed audits to appeal status $8,41s, 70§’00
1 4/ Under the NDSL program, the loans rece1vable remain avail-
s able for expenditures in institutional revolving loan funds
unt1l institutions decide not to participate in the NDSL o
program or refunds are collected as a result of either- ) . .
bankruptcy or large cash balances on hand.. oo
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